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PREFACE 


The  Medicaid  program,  which  finances  health  care  for  over  20  million  needy 
Americans,  has  undergone  major  changes  in  the  1980s.  Besides  federally  mandated 
restrictions  on  AFDC  eligibility  for  some  working  poor  —  which  also  meant  loss 
of  Medicaid  benefits  —  and  limitations  on  federal  financial  participation  for 
the  years  1982-84,  the  Omnibus  Budget  Reconciliation  Act  of  1981  (OBRA)  and  sub- 
sequent legislation  have  given  the  states  more  flexibility  to  change  basic 
program  parameters,  including  which  groups  of  people  are  served,  what  services 
are  provided,  how  doctors,  hospitals,  and  nursing  homes  are  paid,  and  how  care 
can  be  organized  in  innovative  ways. 

The  Medicaid  Program  Evaluation  (MPE)  addresses  the  implementation  and  im- 
pact of  selected  changes  in  the  Medicaid  program  to  provide  knowledge  for  policy 
assessment  and  future  legislative  change.  It  is  focused  on  selected  issues  and 
policy  questions  raised  by  recent  legislation: 

o        Federal  Financial  Participation 
o        Inpatient  Hospital  Reimbursement 
o  Eligibility 
o        Case  Management 

o        Home  arid  Community-Based  Waiver  Program 
o  Cost-Sharing 

o        Financial  DRG  Effects  on  Medicaid  and 
o  Synthesis. 

Together  these  studies  are  intended  to  describe  how  recent  changes  have 
been  implemented,  and  analyze  what  their  effects  have  been  for  program  services 
and  costs. 

Under  OBRA  1981,  several  states  obtained  f reedom-of-choice  waivers  in  order 
to  implement  Medicaid  primary  care  case  management  initiatives.  The  adoption, 
implementation,  and  impact  of  these  case  management  initiatives  are  the  subject 
of  six  MPE  Task  4  Working  Papers.  Working  Paper  4.1  is  a  survey  of  all  state 
activity  —  in  case  management  and  other  areas  —  in  response  to  OBRA's  relaxa- 
tion of  the  Medicaid  f reedom-of-choice  requirement.  Working  Papers  4.2  and  4.3 
are  in-depth  case  studies  of  early  primary  care  case  management  programs  adopted 
by    Michigan    and  Utah,     respectively,     and  4.4  contains  briefer  descriptions  of 


case  management  initiatives  in  four  other  states,  Kansas,  Colorado,  Nevada  and 
Wisconsin.  Finally,  this  paper  provides  a  synthesis  of  findings  from  all  the 
Task  4  case  studies.  Working  Paper  4.6  contains  the  results  of  an  econometric 
analysis  of  Utah  Medicaid  claims  data  to  assess  the  impact  of  case  management  on 
utilization  and  expenditures. 

Gerald  S.  Adler 
Project  Officer 
HCFA  Office  of  Research 
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EXECUTIVE  SUMMARY 

The  Omnibus  Budget  Reconciliation  Act  of  1981  (OBRA)  sealed  down 
significantly  the  nation's  commitment  to  assisting  poor  and  near-poor 
families.  Among  the  major  changes  stemming  from  OBRA  were  those  making  it 
more  difficult  for  families  to  qualify  for  cash  assistance  from  the 
Aid-to-Families-with-Dependent-Children  (AFDC)  program.  Since  AFDC 
eligibility  rules  represent  implicit  eligibility  rules  for  the  Medicaid 
program  (i.e.,  qualifying  for  AFDC  cash  assistance  automatically  entitles 
a  family  to  Medicaid)  the  OBRA  changes  also  made  it  more  difficult  for 
families  to  qualify  for  Medicaid. 

The  purpose  of  this  study  is  to  evaluate  the  impact  of  these 
OBRA-related  changes  _on__jthe.  nharpic^^eristics  of  the  Medicaid  population. 
The  general  characteristics  considered  include  patterns  of  income, 
employment,  and  group  health  insurance  coverage  in  the  Medicaid 
population.  Separate  analyses  establish  the  impact  of  OBRA  on  two 
groups:  (1)  the  entire  Medicaid  population,  and  (2)  those  AFDC/Medicaid 
subpopulations  at  which  the  OBRA  eligibility  changes  were  directed. 

The  data  for  this  study  are  taken  from  the  March  Current  Population 
Surveys  (CPS)  for  1979  through  1982.  The  CPS  is  based  on  a  stratified 
probability  sample  of  the  civilian  noninstitutionalized  population  of  the 
United  States.  Aside  from  the  decennial  census,  it  represents  the  most 
comprehensive  and  reliable  source  of  general  demographic  and  economic 
information  on  the  U.S.  population.  Depending  upon  the  year,  the  CPS 
yields  about  1^,000  -  15,000  observations  on  persons  covered  by  Medicaid. 
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The    first    part    of  this  study  employs  all  these  data  in  assessing  the 

impact    of    OBRA    on    the    characteristics  of  the  Medicaid  population.  The 

research    design  for  this  part  of  the  analysis  is  pre-post  with  no  controls 

for    confounding     influences.        That  is,  it  represents  a  relatively  crude, 

broad-brush    descriptive    approach    to  assessing  the  effects  of  OBRA  on  the 

characteristics    of    the    Medicaid    population.      The  main  findings  of  this 

before-after  assessment  include  the  following: 

On  balance,  it  appears  that  OBRA  had  little,  if  any,  effect  on 
the  demographic  characteristics  of  the  noninstitutionalized 
Medicaid  population.  The  demographic  characteristics  considered 
include  age,  sex,  marital  status,  place  of  residence  (urban  or 
rural),  and  prevalence  of  female-headed  households. 

All  of  the  economic  indicators  considered  (including  family 
income,  family  earnings,  the  employment  rate  for  heads  of 
Medicaid  families,  weeks  worked  during  the  year,  and  the  percent 
of  Medicaid  families  classified  as  poor  or  near-poor)  point  to  a 
significantly  poorer,  more  needy,  less  work-oriented  Medicaid 
population  after  OBRA  than  existed  prior  to  OBRA.  However,  it 
must  be  noted  that,  while  these  changes  in  economic 
characteristics  are  consistent  with  the  anticipated  impacts  of 
OBRA,  they  are  also  consistent  with  the  kind  of  changes  that 
might  be  expected  to  arise  from  other  influences  during  this 
period — for  example,  the  1981-82  recession. 

After  OBRA,  the  prevalence  of  employment-based  group  health 
insurance  within  the  Medicaid  population  was  significantly  less 
than  in  the  pre-OBRA  period.  Specifically,  the  percent  of  the 
Medicaid  population  covered  by  some  form  of  group  health 
insurance  during  the  year  stood  at  11  percent  after  OBRA,  as 
compared  to  15  percent  before  OBRA.  However,  once  again, 
confounding  influences  may  have  been  at  least  partially 
responsible  for  this  change. 

The    research    design    for    the  next  part  of  the  study  is  pre-post  with 

controls    for    the    confounding    influences    that    troubled    the  foregoing 

descriptive    assessment.        In    addition,     the  analysis  concentrates  on  the 


AFDC/Medicaid  subpopulation  at  whom  the  OBRA  changes  were  targeted. 
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The    principal    findings    in    connection    with    the    family    income  and 

earnings  patterns  within  the  AFDC/Medi cai d  subpopulation  are  as  follows: 

OBRA  reduced  significantly  mean  income  and  earnings  of 
AFDC-eligible  Medicaid  families; 

These  impacts  were  highly  concentrated  among  the  working  poor  on 
Medicaid;  those  AFDC/Medi caid  families  with  weak  attachments  to 
the  labor  force  were  largely  unaffected; 

Mean  family  income  (in  constant  1979  dollars)  for  the  working 
Medicaid  subpopulation  fell  by  roughly  10  percent  as  a  result  of 
OBRA  dropping  higher  income  families  from  the  AFDC  and  Medicaid 
rolls,  and  perhaps  causing  some  families  to  work  and  earn  less  in 
order  to  preserve  eligibility  for  these  assistance  programs; 

Mean  family  earnings  (in  constant  1979  dollars)  for  the  working 
Medicaid  subpopulation  fell  even  faster,  dropping  about  13 
percent  as  a  result  of  OBRA; 

Largely  as  a  result  of  OBRA,  the  fraction  of  the  working  Medicaid 
subpopulation  falling  into  the  poor/near-poor  category  rose  from 
about  73  percent  to  80  percent. 

In  connection  with  the  impact  of  OBRA  on  employment  patterns  and  labor 
market  activity  within  the  working  Medicaid  subpopulation,  the  principal 
findings  can  be  summarized  as  follows: 


OBRA  changes,  which  threatened  working  families'  eligibility  for 
cash  assistance  and  Medicaid,  led  to  substantial  voluntary 
reductions  in  work  effort  among  these  families. 


The  employment- to-population  ratio  for  working  Medicaid  families 
appears  to  have  fallen  by  as  much  as  20  percent  of  its  pre-OBRA 
level,  as  a  result  of  these  voluntary  reductions  in  work  effort. 

Even  among  those  Medicaid  recipients  continuing  to  work,  there 
appears  to  be  some  voluntary  reduction  in  work  effort  (e.g.,  as 
measured  by  weeks  worked),  averaging  about  10  percent. 

The    final     issue    considered    in    this    study    is    the    following:  as 

families    are    removed    from  the  Medicaid  rolls  by  OBRA,  to  what  extent  are 

they    successful    in    replacing    Medicaid    with    private,  employment-based 


health  insurance?    The  evidence  leads  to  the  following  conclusion: 


Among    those    families    rendered    ineligible  for  Medicaid  by  OBRA, 
approximately    one-half    of    them    were    successful    in  replacing 
Medicaid      with      group    health    insurance,     while    the  remaining 
one-half  of  these  families  were  left  with  no  health  insurance 
coverage  at  all. 

Among    the    various    findings    reported  in  this  study,  there  are  two  in 

particular  that  merit  further  research: 

While  about  one-half  of  the  families  rendered  ineligible  for 
Medicaid  by  OBRA  were  successful  in  acquiring  group  insurance 
coverage,  this  legislation  left  the  remaining  one-half  of  these 
families  with  no  health  insurance  coverage.  Are  there  systematic 
di f f erences--f or  example,  by  race,  sex  of  household  head,  or 
famaly  structure — in  the  distribution  of  these  coverage  losses? 

The  methods  employed  here  suggest  that  the  work  disincentive  in 
OBRA  led  to  reductions  in  work  effort  of  10-20  percent. 
Considering  the  longstanding  policy  interest  in  the  effect  of  the 
potential  loss  of  Medicaid  benefits  on  work  effort  of  AFDC 
recipients,  coupled  with  the  unusual  natural  experiment  of 
national  scope  embodied  in  OBRA,  further  confirmation  and 
quantification  of  the  work  disincentive  using  .  other 
methodological  approaches  is  in  order. 


Introduction 


The  Omnibus  Budget  Reconciliation  Act  of  1981  (OBRA)  scaled  down 
significantly  the  nation's  commitment  to  assisting  poor  and  near-poor 
families.  Among  the  major  changes  stemming  from  OBRA  were  those  making  it 
more  difficult  for  families  to  qualify  for  cash  assistance  from  the 
Aid-to-Families-with-Dependent-Children  (AFDC)  program.  Since  AFDC 
eligibility  rules  represent  implicit  eligibility  rules  for  the  Medicaid 
program  (i.e.,  qualifying  for  AFDC  cash  assistance  automatically  entitles 
a  family  to  Medicaid)  the  OBRA  changes  also  made  it  more  difficult  for 
families  to  qualify  for  Medicaid.  This  major  restructuring  in  the 
government's  principal  assistance  programs  affected  an  estimated  1-to-2 
million  people  (Cromwell  et  al.,  1984;  General  Accounting  Office,  1984; 
also  see  Research  Triangle  Institute,  1983,  and  Rymer,  1984,  for  more 
general  discussions  of  the  AFDC/Medicaid  changes  under  OBRA.)  The  nature 
of  the  impact  involved  not  only  loss  of  cash  assistance  from  AFDC,  but 
also  loss  of  what  many  consider  to  be  the  nation's  most  generous  health 
insurance  policy,  namely.  Medicaid  coverage. 

The  purpose  of  this  study  is  to  evaluate  the  impact  of  these 
OBRA-related  changes  on  the  characteristics  of  the  Medicaid  population. 
The  general  characteristics  considered  include  patterns  of  income, 
employment,  and  group  health  insurance  coverage  in  the  Medicaid 
population.  Separate  analyses  will  establish  the  impact  of  OBRA  on  two 
groups:  (1)  the  entire  Medicaid  population  and  (2)  those  AFDC/Medicaid 
subpopulations  at  which  the  OBRA  eligibility  changes  were  directed. 
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The  OBRA  changes  became  effective  in  October  1981,  although  some 
states  delayed  implementation  a  few  months  (General  Accounting  Office, 
198il).  In  the  Summer  of  1984,  many  of  the  OBRA  eligibility  changes  were 
themselves  altered  by  further  legislation,  namely,  the  Deficit  Reduction 
Act  of  1984  (DEFRA).  Accordingly,  the  analysis  in  this  study  pertains  to 
the  roughly  three-year  period  bracketed  by  the  effective  dates  for  these 
two  pieces  of  legislation. 

This  study  is  organized  in  the  following  way.  First,  the  major  OBRA 
changes  are  briefly  discussed,  and  hypotheses  about  their  effects  on  the 
Medicaid  population  are  developed.  Second,  the  characteristics  of  the 
entire  Medicaid  population  before  and  after  OBRA  are  described.  Third, 
the  impacts  of  OBRA  eligibility  changes  on  certain  Medicaid  subpopulations 
are  analyzed:  effects  on  income,  work,  and  health-insurance  coverage 
patterns  among  these  subgroups  are  assessed.  Suggestions  for  further 
research  are  presented  in  the  final  section. 
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OBRA  Eligibility  Changes  and  "/heir  Anticipated  Impacts 

Among  the  various  OBRA  provisions  altering  the  AFDC/Medi caid 
eligibility  rules,  several  were  clearly  designed  to  restrict  entitlement 
•to  the  most  needy  families  only,  with  greatest  preference  provided  to 
those  poor  families  with  little  or  no  earned  income.  Those  rule  changes 
directed  most  explicitly  at  limiting  family  income  and  earnings  are  the 
ones  relevant  to  this  study,  given  its  concern  with  the  effect  of  OBRA  on 
income  and  employment-related  (including  group  health  insurance  coverage) 
patterns  among  the  Medicaid  population.  The  OBRA-induced  alterations  in 
eligibility  rules  most  clearly  related  to  the  concerns  of  this  study  are: 

the    limitation    of    gross    income    to  150  percent  of  the  state 

need  standard; 

•  the  inclusion  of  a  stepparent's  income  when  determining 
whether  a  case  satisfies  the  state's  need  and  payment 
standards ; 

the  calculation  of  the  $30  plus  one-third  earned  income 
disregard  on  net  rather  than  gross  income; 

•  the  restriction  of  the  earned  income  disregard  to  ^ 
consecutive  months  of  employment; 

the  placement  of  a  $75  per  month  ceiling  on  work-expense 
deductions  for  fulltime  employment;  and 

the    placement    of    a    $160  per  month  ceiling  on  the  child-care 

expense  deduction  for  each  child. 
Each    of    these    major    changes,    affecting  permissible  income  and  earnings 
levels    for  AFDC/Medicaid  families,  will  be  discussed  in  turn.     (For  a  more 
detailed      description      of      the      OBRA    changes    affecting  AFDC/Medicaid 
eligibility  rules,  see  Appendix  C;  also  see  Hill,  1984.) 
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Prior  to  OBRA,  no  limitations  were  imposed  on  total  family  income. 
What  mattered  for  eligibility  was  "countable  income,"  that  is,  total 
family  income  less  various  deductions,  such  as  work  expenses,  child  care 
expenses,  and  the  monthly  "earnings  disregard"  (that  portion  of 
earnings — $30  plus  one-third  of  remaining  earnings — explicitly  disregarded 
when  computing  countable  income).  Therefore,  families  with  relatively 
high  total  incomes  could  qualify  for  AFDC  cash  assistance  and,  thus, 
Medicaid  if  they  could  justify  sufficiently  large  deductions  from  that 
total  income.  OBRA  ended  this  possibility  by  explicitly  rendering  all 
families  with  total  incomes  exceedding  150  percent  of  their  state's  need 
standard  ineligible  for  AFDC  cash  assistance  and,  thus.  Medicaid  (at  least 
via  this  particular  eligibility  route)  .  While  this  rule  change  was 
expected  by  many  states  to  affect  few  families  (General  Accounting  Office, 
198^),  it  should  nevertheless  serve  to  make  the  Medicaid  population  (and 
especially  the  subpopulation  of  AFDC-cash  eligibles)  marginally  poorer  on 
average.  In  addition,  this  provision  may  lead  some  families  with  earned 
income  to  reduce  their  work  effort,  in  order  to  protect  their  eligibility 
for  both  AFDC  and  Medicaid  benefits.  (It  should  be  noted  that  DEFRA 
partially  reversed  this  change,  by  raising  the  total  income  limitation  to 
185  percent  of  the  state's  need  standard.) 

The  OBRA-related  change  in  the  treatment  of  a  stepparent's  income  (a 
change  unaffected  by  DEFRA)  should  have  a  similar  effect,  at  least  on 
average  income  levels  in  the  Medicaid  population.  Prior  to  OBRA,  there 
was  no  general  federal  requirement  that  a  state  include  a  stepparent's 
income  in  calculating  a  family's  countable  income.  If  state  law  required 
stepparents  to  support  their  stepchildren,  or  if  evidence  of  support 
existed,     then    the    state  was  required  to  consider  the  stepparent's  income 
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as  being  available  to  the  stepchild.  However,  if  neither  of  these 
conditions  were  satisfied,  then  the  state  could  ignore  a  stepparent's 
income  in  determining  AFDC  and  Medicaid  eligibility  for  the  dependent 
child  and  the  natural  parent.  OBRA  required  the  states  to  consider  a 
stepparent's  income  in  making  the  eligibility  determination.  Several 
states  viewed  this  alteration  as  a  major  change  (General  Accounting 
Office,  1984),  likely  to  save  a  substantial  amount  of  money,  especially 
for  AFDC  but  also  perhaps  for  Medicaid  (to  the  extent  inclusion  of  this 
income  item  caused  families  to  become  ineligible).  As  suggested  above, 
the  principal  effect  of  this  OBRA-related  change  in  the  eligibility  rules 
should  be  to  make  the  Medicaid  population  a  somewhat  poorer  population  on 
average.  This  will  occur  for  two  reasons.  First,  families  losing 
eligibility  as  a  result  of  this  change  will  be  the  higher  income  families, 
so  as  they  leave  the  Medicaid  population  the  remaining  population  is 
poorer  on  average.  Secondly,  for  those  retaining  eligibility,  including  a 
stepparent's  income  in  countable  income  will  reduce  AFDC  cash  assistance 
payments,  thereby  further  reducing  the  (average)  economic  well-being  of 
the  Medicaid  population. 

The  remaining  OBRA-related  changes  (relevant  to  this  study)  center 
on  the  treatment  of  earnings  in  determining  eligibility  for  AFDC  cash 
assistance  and,  ultimately,  eligibility  for  Medicaid.  Prior  to  OBRA, 
earnings  were  reduced  in  the  following  way  before  being  added  to  other 
income  items  in  computing  monthly  countable  income: 

•         $30    plus    one-third    of    remaining    earnings    was  deducted  (or 

"disregarded")     from    gross    earnings     (refer    to    this  reduced 

amount  as  "adjusted  earnings");  and  then. 
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•         all    reasonable    work    expenses,     including  child  care  expenses 
were    deducted    from    adjusted  earnings,  yielding  net  earnings, 
or  the  earnings  item  included  in  counted  income. 
(For    further    details    on    the  computation  of  countable  income,  see  Figure 
C-2  in  Appendix  C.) 

After  OBRA  became  law,  the  generosity  of  these  deductions  or 
disregards  was  limited  substantially.  In  computing  countable  income, 
earnings  could  be  reduced  by  the  following  items  (and  in  the  order 
indicated): 

all  reasonable  work  expenses  (not  including  child  care  costs), 
up  to  $75  per  month;  and 

child  care  costs,  up  to  $150  per  month  per  child,  yielding  net 
income;  and  then  from  net  income,  subtract 

$30    plus  one-third  of  remaining  earnings,  but  for  no  more  than 
four    months;  after  four  months,  this  disregard  can  not  be  used 
to    reduce  net  income  (This  restriction  was  relaxed  somewhat  by 
DEFRA;  see  Hill,  1984.) 
In      limiting    the    deductions    from    earnings,    these    OBRA  changes 
reduced,     by    substantial    amounts    in  some  cases,  cash  assistance  payments 
for    AFDC    families    with  earned  income.     For  some  of  these  families,  these 
changes    would    have    dropped    cash    assistance    payments    to  zero,  thereby 
causing    a    loss    of  Medicaid  eligibility.     (In  states  with  medically  needy 
programs,    some    of    these  families  could  regain  their  Medicaid  coverage  as 
medically  needy  families;  see  Cohen  and  Holahan,  1984.) 

The  principal  implications  of  these  observations  for  the 
characteristics  of  the  Medicaid  population  are  as  follows.  The 
earnings-related    changes    under    OBRA    would    cause    some  families  to  lose 
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eligibility  for  Medicaid;  in  general,  these  families  would  be  those  with 
higher  earnings  and,  thus,  higher  total  incomes.  The  consequence  would  be 
a  poorer  Medicaid  population,  with  lower  average  earnings  and  lower 
average  family  incomes.  The  OBRA-related  changes  would  reduce  cash 
assistance  payments  for  those  AFDC  families  with  earnings,  implying  a 
further  reduction  in  average  family  incomes  among  the  Medicaid  population. 

Finally,  all  of  these  earnings-related  changes  reduce  substantially 
the  reward  for  working.  In  fact,  if  these  changes  lead  to  loss  of  a 
family's  Medicaid  eligibility,  they  could  be  viewed,  not  simply  as 
reducing  rewards  for  working,  but  as  seriously  penalizing  work  effort. 
The  consequence  of  these  diminished  work  incentives  should  be  a  reduction 
in  work  effort  among  the  Medicaid  population,  with  some  recipient  families 
reducing  work  effort  in  order  to  preserve  eligibility  for  Medicaid  and 
some  reducing  it  simply  because  the  loss  of  the  earnings  disregard  or 
other  deductions  has  left  working  not  worthwhile. 

Those  OBRA  eligibility  changes  related  to  earnings  also  carry  with 
them  implications  pertaining  to  the  extent  of  group  health  insurance 
coverage  in  the  Medicaid  population.  At  any  time,  a  fraction  of  the 
Medicaid  population  is  covered  by  some  form  of  employment-based  group 
health  insurance.  Since  the  key  eligibility  provisions  of  OBRA  were 
targeted  on  families  with  earnings,  two  important  implications  arise. 
First,  among  those  rendered  ineligible  by  the  earnings-related  OBRA 
eligibility  provisions,  the  extent  of  group  health  insurance  coverage  will 
greatly  exceed  that  apparent  in  the  entire  Medicaid  population  (since  that 
coverage  is  concentrated  among  working  families).  Second,  as  the  OBRA 
provisions  remove  working  families  from  the  AFDC/Medicaid  rolls,  the 
proportion    of    the    Medicaid    population  covered  by  group  health  insurance 
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should  fall  (since  fewer  workers  will  remain  after  the  OBRA  provisions 
take  their  toll ) . 

By  way  of  summary,  the  foregoing  discussion  can  be  organized  into  a 
set  of  hypotheses  about  the  effects  of  OBRA  on  the  characteristics  of  the 
Medicaid  population.  These  hypotheses  have  been  developed  and  structured 
so  as  to  facilitate  the  testing  of  them  with  data  from  the  March  Current 
Population  Survey  (CPS).  (Additional  hypotheses  about  the  effects  of  OBRA 
could  certainly  have  been  posed;  but  they  could  not  have  been  tested 
adequately  with  the  CPS  data  on  which  this  study  is  based.)  Specifically, 
the  hypotheses  about  the  OBRA  effects  are: 

•  On    average,     total    family    income  (including  cash  assistance) 
for  Medicaid  enrollees  should  have  declined; 

Average  family  earnings  (and  other  dimensions  of  labor  market 
activity,  such  as  average  weeks  worked)  among  the  Medicaid 
poulation  should  have  fallen; 

Some  of  this  expected  decline  in  work  effort  among  the 
Medicaid  population  should  be  due  to  those  families  with  the 
greatest  labor  market  attachment  becoming  ineligible  for 
Medicaid;  but  some  of  this  expected  decline  should  also  be  due 
to  working  Medicaid  families  simply  working  less,  or  even 
dropping  out  of  the  labor  force,  in  response  to  the  work 
disincentives  created  by  OBRA; 

•  Average    cash    assistance    payments  to  Medicaid  families  should 
have  risen; 

The  proportion  of  Medicaid  families  covered  by 
employment-based  group  health  insurance  should  have  declined; 
and 
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Among    the    families    rendered    ineligible    for  Medicaid  by  the 
earnings-related    provisions  of  OBRA,  the  proportion  covered  by 
group    health    insurance    (GHI)  should  exceed  substantially  the 
average    GHI    coverage    proportions    observed    among  the  entire 
Medicaid  population. 
These    hypotheses    pertain    to    the    partial  effect  of  OBRA;  that  is, 
they    are    statements     (to  be  tested)  about  what  would  have  happened  to  the 
Medicaid    population    during    the  period  from  October  1,  1983  through  March 
1983    (the    end    of    the    period    covered    by  the  CPS  data  employed  in  this 
study)    had    all    other    major    influences    on    the    characteristics  of  the 
Medicaid    population    remained    constant.        Unfortunately,     several  other 
factors    capable    of    altering    significantly    the    characteristics    of  the 
Medicaid      population      were      also      varying    over    this    period,  thereby 
confounding    the    simpler    and    more    straightforward  approaches  to  testing 
these  hypotheses. 

In  all  likelihood,  the  most  serious  confounding  influence  stemmed 
from  the  economic  recession  of  that  period.  Between  October  198I  and 
March  1983  the  national  unemployment  rate  rose  from  8.0  percent  to  10.3 
percent  (U.S.  Department  of  Labor,  various  years).  Associated  with  this 
change  in  the  unemployment  rate  was  an  increase  in  the  number  of 
unemployed  persons  equal  to  about  2.8  million  persons.  A  rising 
unemployment  rate  will  tend  to  stimulate  growth  in  the  number  of  families 
on  the  AFDC/Medicaid  rolls  (see,  e.g.,  General  Accounting  Office,  1984). 
These  newly  unemployed  families  are  likely  to  have  somewhat  different 
characteristics  (at  least  in  certain  key  dimensions)  than  the  "typical" 
AFDC/Medicaid  family,  simply  due  to  their  recent  substantial  attachment  to 
the    labor    force.        Consequently,  as  such  families  come  into  the  Medicaid 
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population,  they  may  alter  the  mean  characteristics  of  that  population, 
thereby  interfering  with  any  attempt  to  isolate  the  effects  of  OBRA. 

A  second  factor  capable  of  obscuring  the  effect  of  OBRA  is  the 
general  inflation  occurring  during  the  period  from  October  I98l  through 
March  1983.  Over  this  period,  the  consumer  price  index  (CPI)  rose  by 
roughly  6  percent.  As  a  result  of  this  general  inflation,  there  will  be  a 
natural  tendency  for  the  nominal  value  of  incomes  and  earnings  to  grow, 
thereby  raising  the  mean  values  of  these  variables  for  the  Medicaid 
population. 

A  more  subtle  and  potentially  confounding  effect  stems  from  the 
interaction  beween  (1)  the  inflation-induced  growth  in  family  incomes 
within  the  Medicaid  population  and  (2)  state  policies  concerning  the 
growth  in  cash-assistance  payment  standards  during  inflationary  periods. 
The  tendency  for  the  growth  in  state  payment  standards  to  lag 
substantially  behind  the  growth  in  the  general  price  level  is  well  knovm 
(e.g.,        see       Rowland       and       Gaus ,        1983).  Clearly,      such  a 

phenomenon — representing  a  continuing  and  automatic  tightening  of 
AFDC/Medicaid  eligibility  standards — would  tend  to  render  increasing 
numbers  of  higher  income  families  ineligible  for  cash  assistance  and, 
thus,  Medicaid.  To  the  extent  this  occurs,  the  characteristics  of  the 
Medicaid  poulation  would  change,  probably  in  much  the  same  way  as  they 
would  due  to  OBRA  pushing  higher  income  families  off  the  cash  assistance 
and  Medicaid  rolls.  Obviously,  such  an  inteaction  has  consequences  which 
would  tend  to  obscure  the  effects  of  OBRA. 

At  this  point,  these  various  confounding  influences  are  merely 
recognized.  In  the  subsequent  analysis,  they  will  be  taken  into  account 
in  an  effort  to  isolate  from  them  the  actual  effects  of  OBRA  on  the 
characteristics  of  the  Medicaid  population. 
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Characteristics  of  the  Medicaid  Population  before  and  after  OBRA 

In  this  section  of  the  study,  selected  demographic,  employment,  and 
health  insurance  characteristics  of  the  entire  Medicaid  population  before  and 
after  OBRA  are  examined.  This  broad-brush  descriptive  assessment,  with  no 
controls  for  confounding  influences,  represents  the  simplest,  most 
straightforward,  but  of  course  naive,  approach  to  quantifying  the  effects  of 
OBRA  on  the  characteristics  of  the  Medicaid  population.  A  subsequent  section 
contains  a  more  sophisticated  analysis  of  the  issue. 

Data 

The  data  for  this  part  of  the  study  are  taken  from  the  March  198I  and 
the  March  1983  Current  Population  Surveys  (CPS).  (The  analysis  in  a 
subsequent  section  also  employs  data  from  the  March  198O  and  March  1982 
CPS.)  The  CPS  is  based  on  a  stratified  probability  sample  of  the  civilian 
noninstitutionalized  population  of  the  United  States  (see  Appendix  B  for  a 
detailed  discussion  of  this  data  source).  Aside  from  the  decennial  census, 
the  CPS  is  the  most  comprehensive  and  reliable  source  of  general  demographic 
and  economic  information  available.  Each  year  the  CPS  collects  information 
on  approximately  70,000  households  containing  about  170,000  individuals.  The 
March  component  of  the  CPS  concentrates  on  the  employment  and  earnings 
patterns,  in  addition  to  collecting  detailed  demographic  and  other  economic 
information.  In  general,  the  information  pertains  to  the  calendar  year 
preceding  the  survey;  for  example,  most  of  the  data  generated  by  the  March 
1983  survey  applies  to  the  1982  calendar  year.  However,  some  of  the 
information    on    employment    patterns    pertains    to    the    survey    week.  (This 
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distinction  will  prove  especially  important  in  the  next  section  of  the 
study.) 

The  principal  advantage  of  the  CPS  is  the  light  it  sheds  on  income  and 
employment  patterns  in  the  Medicaid  population,  characteristics  which  cannot 
be  discerned  with  Medicaid  program  data.  Of  course,  the  CPS  also  provides 
information  on  certain  demographic  or  programmatic  features  (e.g.,  age,  sex, 
eligibility  category)  which  can  also  be  characterized  with  program  data:  in 
such  instances,  the  program  data  obviously  represent  the  authoritative  source 
of  information.  CPS  measures  of  such  variables  are  presented  in  the  present 
study  merely  as  a  check  on  the  validity  of  the  CPS  as  a  source  of  information 
on  the  Medicaid  population. 

The  March  1981  CPS  collected  information  on  15,382  persons  who  were 
covered  by  Medicaid  at  some  time  during  1980;  this  number  of  CPS  persons 
weights  up  to  a  national  total  of  about  19.0  million  noninstitutional ized 
Medicaid  enrollees  for  that  year.  Tabulations  of  HCFA  2082  data  reveal  that 
about  18.8  million  noninstitutionalized  persons  received  one  or  more  services 
under  the  Medicaid  program  during  1980.  However,  it  is  likely  that  the 
number  of  persons  enrolled  in  the  program  at  some  time  during  the  year 
exceeds  this  count  of  recipients.  The  March  1983  survey  yielded  13.^23 
observations  on  Medicaid  enrollees  in  calendar  1982;  this  number  weights  up 
to  a  national  total  of  18.9  million  noninstitutionalized  Medicaid  enrollees. 
(Notice  that  even  though  the  number  of  observations  on  Medicaid  enrollees 
declined  between  March  1981  and  March  1983,  the  weighted  count  remained  about 
the  same;  this  seeming  paradox  is  attributable  simply  to  differences  in  the 
weights  for  the  two  periods.)  In  this  year  program  totals  equalled  18,9 
million    noninstitutionalized    enrollees.      Clearly,  the  CPS  does  not  yield  an 
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accurate  estimate  of  the  total  number  of  Medicaid  enrollees,  since  weighted 
estimates  from  it  only  approximate  the  number  of  recipients.  However,  this 
apparent  shortcoming  of  survey  data  does  not  represent  a  problem  for  the 
present  study,  unless  the  underreporting  is  systematically  related  to  the 
variables  of  interest.  Provided  the  underreporting  is  randomly  distributed 
with  respect  to  these  variables,  they  can  be  fairly  and  accurately 
represented  with  the  CPS  data.  Since  there  is  no  evidence  to  the  contrary, 
and  since  those  measures  that  can  be  cross-checked  against  program  data  are 
reasonable  (see  below),  this  study  assumes  explicitly  that  underreporting  of 
Medicaid  status  creates  no  serious  problems  with  respect  to  the  objective  of 
the  evaluation  of  OBRA's  impacts. 

Findings 

The  principal  results  for  this  descriptive  analysis  are  presented  in 
Table  1.  While  the  findings  reported  in  this  table  are  based  upon  the  1981 
and  1983  surveys,  all  of  the  measures  of  Medicaid  population  characteristics 
pertain  to  the  1980  and  1982  calendar  years.  Data  from  these  years  were 
selected  because  they  apply  to  the  years  immediately  before  and  after  the 
year  in  which  OBRA  became  effective.  Some  of  the  population  characteristics 
described  in  Table  1  refer  to  individuals  in  the  Medicaid  population  while 
others  refer  to  Medicaid  families. 

The  results  in  Table  1  are  divided  into  three  major  categories: 
demographic  characteristics,  economic  characteristics,  and  health  insurance 
coverage  characteristics.  Each  of  these  will  be  discussed  in  turn.  In 
general,  the  discussion  will  concentrate  first  on  the  pre-OBRA 
characteristics,  and  then  consider  how  those  characteristics  differ,  if  at 
all,  in  the  post-OBRA  period. 
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Table  1 

Selected  Characteristics  of  the  Medicaid  Population 
before  and  after  OBRA^ 


Selected  Individual  or 
Family  Characteristic 


Before  OBRA 
1980 


After  OBRA 
1982 


Demographic  Characteristics 

Age  30 

Percent  female  61 

Percent  of  families  headed  by  females  66 

Percent  white  63 

Percent  married  19 

Percent  of  family  heads  married  23 

Family  size  2.7 

Percent  living  in  urban  areas  69 


29**» 

60 

67 

64 

18* 

22 

2.7 

68** 


Economic  Characteristics 


Mean  family  income 

Percent  of  family  in  poor  or  near-poor 
category 

Mean  family  earnings 

Percent  of  family  heads  with  earnings 

Weeks  worked  by  heads  with  earnings 


$6,956 
78 

$2,747 
30 

30.8 


$7,143 
81  *** 

$2,314*** 
26*** 
28.4*** 


Health  Insurance  Coverage  Characteristics 
Percent  covered  by  Medicaid  100  100 

Percent  covered  by  group  health  insurance  15  ll*** 


*The  difference  between  the  1980  and  1982  values  is  statistically 
significant  at  the  90  percent  level. 
**The  difference  between  the  1980  and  1982  values  is  statistically 
significant  at  the  95  percent  level. 
***The  difference  between  the  1980  and  1982  values  is  statistically 
significant  at  the  99  percent  level. 

^Sample  sizes  are  15,382  for  1980  and  13,423  for  1982. 

SOURCE:      Authors'     tabulations    of    data    from    the    March  Current  Population 
Survey. 
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Demographic  Characteristics — 

As  shown  in  Table  1 ,  the  CPS  estimates  reveal  the  Medicaid  enrollee 
population  in  1980  to  have  an  average  age  of  30  years,  or  somewhat  less  than 
the  average  age  for  the  U.S.  population  overall  (Bureau  of  the  Census, 
1982).  Such  an  estimate  is  clearly  consistent  with  program  data  which  show, 
for  example,  that  about  47  percent  of  all  Medicaid  recipients  in  that  general 
time  period  were  under  21  years  of  age  (Muse  and  Sawyer,  1982;  Sawyer,  et 
al.,  1983),  reflecting,  of  course,  the  facts  that  persons  in  AFDC  families 
account  for  about  two-thirds  of  the  Medicaid  population  and  that  the 
institutionalized,  who  are  mainly  elderly,  are  not  represented  on  the  CPS. 
In  contrast,  only  about  37  percent  of  the  U.S.  population  is  under  21  years 
of  age  (Bureau  of  the  Census,  1982). 

The  CPS  data  show  the  Medicaid  population  to  be  predominantly  female: 
in  1980,  about  61  percent  of  all  noninstitutionalized  enrollees  were  female. 
Program  data  reveal  a  somewhat  higher  proportion  of  females.  For  instance, 
in  1979,  65  percent  of  all  recipients  were  female  (Muse  and  Sawyer,  1982). 
This  discrepancy  arises  for  at  least  two  reasons:  (1)  women  enrollees  are 
more  likely  than  men  to  use  medical  services,  so  the  proportion  of  females  in 
the  recipient  population  can  be  expected  to  exceed  them  in  the  enrollee 
population;  and  (2)  program  data  include  the  institutionalized,  a 
subpopulation  more  predominantly  female  than  even  the  general  Medicaid 
population,  whereas  the  CPS  data  exclude  this  group. 

According  to  the. CPS  estimates,  66  percent  of  all  noninstitutionalized 
Medicaid  families  were  headed  by  females  in  1980.  This  proportion  greatly 
exceeds    that    for    the    entire  U.S.  population:     about  15  percent  of  all  U.S. 
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families  were  headed  by  females  during  this  period  (Bureau  of  the  Census, 
1982).  Obviously,  this  difference  is  expected,  since  Medicaid  eligibility 
rules  assure  a  large  concentration  of  single-parent  families,  and 
single-parent  families  are  almost  always  headed  by  a  female. 

The  CPS  indicates  that  white  persons  accounted  for  approximately  63 
percent  of  all  noninstitutionalized  enrollees  in  1980.  In  contrast,  white 
persons  comprise  about  86  percent  of  the  total  U.S.  population.  The 
difference  arises,  of  course,  from  the  fact  that  nonwhite  persons  are 
disproportionately  represented  among  the  AFDC  cash-recipient  population.  In 
fact,  nonwhite  persons  account  for  about  half  of  the  AFDC  cash-recipient 
population  (Bureau  of  the  Census,  1982). 

Only  19  percent  of  the  noninstitutionalized  Medicaid  population  was 
married  in  1980,  according  to  the  CPS  estimates.  In  part,  this  low  marriage 
rate  reflects  the  presence  of  a  relatively  large  number  of  children  in  this 
population.  However,  it  also  reflects  the  fact  that  single-parent  families 
are  much  more  likely  than  two-parent  families  to  qualify  for  Medicaid. 
Accordingly,  when  attention  is  limited  to  Medicaid  family  heads  only,  the 
marriage  rate  rises  but  slightly,  namely,  to  23  percent  rather  than  the  19 
percent  applicable  to  the  entire  noninstitutionalized  population. 

Average  family  size  among  the  noninstitutionalized  Medicaid  enrollee 
population  was  2.7  persons  in  1980.  This  measure  is  based  upon  the  Census 
definition  of  family,  so  it  does  not  correspond  exactly  to  the  concept  of  the 
Medicaid  case.  However,  a  comparison  with  results  reported  in  Adler  and 
Adler  (1983)  suggests  that,  on  average,  there  is  a  fairly  close 
correspondence.  Specifically,  based  upon  an  analysis  of  Medicaid  Quality 
Control  data,  they  found  that  the  average  size  for  the  Medicaid  case  was  2.8 
persons  in  1980. 
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The  final  demographic  aspect  to  be  considered  is  place  of  residence. 
In  1980,  69  percent  of  the  noninstitutionalized  Medicaid  population  resided 
in  urban  areas,  according  to  the  CPS  estimates.  In  the  entire  U.S. 
population,  the  proportion  of  persons  living  in  urban  areas  is  around  75 
percent  (Bureau  of  the  Census,  1982).  The  source  of  this  difference  surely 
arises  from  the  fact  that  the  incidence  of  poverty,  and  thus  the  likelihood 
of  qualifying  for  categorical  cash  assistance  and  Medicaid,  is  simply  higher 
in  rural  areas  than  in  urban  areas. 

A  comparison  between  the  1980  pre-OBRA  and  the  1982  post-OBRA 
demographic  characteristics  reveal  only  slight  changes  (although,  because  of 
large  sample  sizes,  some  of  these  small  changes  are  statistically 
significant).  After  OBRA,  the  noninstitutionalized  Medicaid  population 
appears  to  consist  of  individuals  who,  on  average,  are: 
slightly  younger; 

marginally  less  likely  to  be  female; 

although  marginally  more  likely  to  live  in  a  female-headed 
family; 

somewhat  more  likely  to  be  unmarried;  and 

slightly  less  likely  to  live  in  an  urban  area. 
On    balance,     these    results  clearly  support  the  view  that  OBRA  had  little,  if 
any,        effect        on       the       mean      demographic      characteristics      of  the 
noninstitutionalized  Medicaid  population. 

Economic  Characteristics — 

The  second  set  of  characteristics  to  be  considered  are  those  pertaining 
to      various      economic      dimensions      of    the    noninstitutionalized  Medicaid 
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population.  Once  again,  the  nature  of  the  characteristics  in  the  pre-OBRA 
period  (1980)  will  be  considered  first.  Then,  the  question  of  how  those 
characteristics  differ  in  the  post-OBRA  period  (1982)  will  be  addressed. 

The  estimates  in  Table  1  show  mean  income  for  Medicaid  families  in  1980 
to  be  $5,956.  As  anticipated,  since  Medicaid  is  designed  mainly  to  assist 
low-income  families,  this  income  level  in  1980  would  place  a  family  (of  four 
persons)  well  below  the  federal  poverty  standard  for  that  year.  Even  before 
OBRA,  the  average  standard  of  living  among  the  Medicaid  population  was  low, 
by  any  generally  accepted  benchmark. 

Another  perspective  on  the  standard  of  living  among  the 
noninstitutionalized  Medicaid  population  is  provided  by  the  measure 
indicating  the  percent  of  Medicaid  families  classified  as  poor  or  near-poor. 
For  1980,  this  poor/neai — poor  notion  encompasses  families  with  incomes  less 
than  150  percent  of  the  federal  poverty  standard,  which  would  approximately 
place  them  at  or  below  the  25th  percentile  in  the  U.S.  income  distribution 
(Fendler,  198M;  Welniak  and  Henson,  198^).  Before  OBRA,  the  fraction  of  the 
Medicaid  population  in  this  category  was  78  percent.  While  this  proportion 
may  strike  some  as  surprisingly  low,  it  merely  reflects  three  quite 
reasonable  features  either  of  the  various  Medicaid  programs  or  of  the  data. 
First,  some  states  have  generous  eligibility  standards  which  permit 
relatively  high  income  families  to  qualify  for  categorical  cash  assistance 
and,  thus.  Medicaid.  Secondly,  many  states  have  "spend-down"  provisions 
which  permit  relatively  high-income  families  (or  individuals)  to  attain 
eligibility  for  Medicaid.  Third,  since  the  data  reflect  annual  incomes  and 
eligibility  determinations  are  based  upon  monthly  incomes  (among  other 
considerations),     it    is    surely    possible    that  families  with  relatively  high 
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overall  annual  incomes  but  low  monthly  incomes  at  certain  points  during  the 
year  could  qualify  for  Medicaid,  however  briefly. 

The  next  economic  characteristic  for  the  Medicaid  population,  m.ean 
family  earnings,  stood  at  $2,7^7  in  1980.  Average  earnings  among  Medicaid 
enrollees  are  low  for  two  reasons.  First,  most  Medicaid  families  have  zero 
earnings  during  the  year.  This  point  is  confirmed  by  the  evidence  in  Table  1 
pertaining  to  the  percent  of  family  heads  with  earnings.  Only  30  percent  of 
Medicaid  family  heads  in  1980  earned  income.  Second,  even  those  who  work 
generally  work  substantially  less  than  full-time.  This  point  is  also 
confirmed  by  data  presented  in  Table  1:  among  those  Medi cai d-f amily  heads 
with  earnings,  the  number  of  weeks  worked,  on  average,  equalled  only  30.8. 

-Turning  to  an  examination  of  the  post-OBRA  economic  characteristics,  it 
is  clear  that  most  of  them,  if  not  all,  have  changed  in  ways  consistent  with 
the  predicted  impacts  of  OBRA.  Only  mean  family  income,  which  rose  by  2.7 
percent  between  1980  and  1982,  moved  in  a  direction  contrary  to  what  might 
have  been  expected  as  a  result  of  OBRA.  However,  when  contrasted  with  the 
general  rate  of  inflation  over  those  two  years,  equalling  17.2  percent,  this 
increase  in  nominal  family  income  appears  small  indeed. 

All  of  the  other  economic  indicators  clearly  and  unambiguously  point  to 
a  significantly  poorer,  more  needy  Medicaid  population  after  OBRA,  than 
existed  before  OBRA.  The  percent  of  Medicaid  families  in  the  poor  or 
near-poor  category — that  is,  with  total  family  incomes  approximately  at  or 
below  the  25th  percentile  of  the  income  distribut ion--rose  to  8l  from  73. 
Mean  family  earnings,  unadjusted  for  inflation,  actually  fell  by  15.8 
percent,  to  $2,31^  in  1982  from  $2,7^7  in  1980.  The  fraction  of  Medicaid 
family    heads    who    earned  income  during  the  year  fell  by  4  percentage  points, 
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to  26  percent  from  30  percent.  In  addition,  those  heads  who  worked  during 
the  year  worked  fewer  weeks,  28.^  rather  than  30-8  weeks.  As  indicated  in 
Table  1,  all  of  these  changes  are  statistically  significant  at  conventional 
levels  of  confidence. 

However,  it  must  be  reeraphasized  that,  while  these  changes  in  economic 
characteristics  are  consistent  with  the  anticipated  impacts  of  OBRA,  they  are 
also  consistent  with  the  kind  of  changes  that  might  be  expected  to  arise  from 
the  1981-1982  recession  or  from  the  interaction  between  the  early-80s 
inflation  and  state  policies  regarding  AFDC  need  standards.  Since  the 
analysis  surrounding  Table  1  does  not  control  for  these  other  potentially 
important  influences  on  the  characteristics  of  the  Medicaid  population,  it 
can  be  viewed  as  yielding  only  suggestive  evidence  on  the  impacts  of  OBRA. 
In  the  next  section  of  this  study,  considerable  attention  will  be  devoted  to 
sorting  out  OBRA's  effects  from  these  potentially  confounding  influences.' 

Health  Insurance  Coverage  Characteristics — 

The  final  set  of  characteristics  considered  in  Table  1  are  those 
pertaining  to  health  insurance  coverage.  Since  the  group  under  examination 
in  both  the  before-  and  after-OBRA  periods  is  the  Medicaid  population, 
Table  1  confirms  the  obvious:  that  is,  100  percent  of  the  analytic  sample 
was  covered  by  Medicaid  in  both  periods.  Clearly,  this  result  serves  simply 
as  a  check  on  sample  validity,  rather  than  as  a  finding  related  to  the  impact 
of  OBRA. 

However,  the  other  piece  of  evidence  in  Table  1  related  to  health 
insurance  coverage — the  percent  of  the  Medicaid  population  covered  by  group 
health    insurance — merits    more    serious    attention.        Prior  to  OBRA,  the  CPS 
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estimates  suggest  that  15  percent  of  the  Medicaid  population  had  some  form  of 
employment-based  group  health  insurance  during  the  year  (preceding  the 
survey).  In  connection  with  both  Medicaid  and  group  health  insurance,  the 
CPS  inquires  only  about  coverage  any  time  last  year.  Accordingly,  this 
coverage  rate  of  15  percent  must  be  interpreted  as  arising  from  the 
combination  of  (1)  those  covered  simultaneously  by  both  Medicaid  and  group 
health  insurance  at  some  time  during  the  year,  and  (2)  those  covered 
sequentially  during  the  year  by  these  two  forms  of  health  insurance. 

After  OBRA,  this  group  health  insurance  coverage  rate  stood  at  11 
percent,  down  significantly  from  the  15  percent  rate  for  the  pre-OBRA 
period.  As  noted  in  the  preceeding  section,  such  a  change  could  have  been 
anticipated  in  light  of  the  OBRA  changes  making  AFDC/Medicaid  eligibility 
more  difficult  for  working  families  to  achieve  or  preserve.  However,  the 
recession  could  have  similar  effects.  By  increasing  the  unemployment  rate 
and  by  lengthening  the  average  duration  of  unemployment,  the  1981-1982 
recession  would  also  tend  to  lower  the  proportion  of  Medicaid  families 
reporting  coverage  by  employment-based  group  health  insurance.  Thus,  once 
again,  these  findings  are  merely  suggestive  of  the  impacts  of  OBRA  on  the 
characteristics  of  the  Medicaid  population. 

Summary 

This  section  has  portrayed,  in  broad-brush  fashion,  the  changes  in  the 
characteristics  of  the  Medicaid  population  following  the  passage  of  OBRA. 
However,  since  the  analysis  in  this  section  did  not  control  for  a  number  of 
confounding  influences,  it  is  not  yet  possible  to  conclude,  from  the  evidence 
presented    here,     whether  these  changes  stemmed  mainly  from  OBRA  or  from  other 
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factors.  In  addition  to  this  problem  of  attribution,  there  is  also  a  problem 
of  fully  and  accurately  assessing  the  magnitude  of  changes  for  the  Medicaid 
sub-group  on  which  the  OBRA  eligibility  changes  were  targeted  (i.e.,  the  AFDC 
working  families)  when  the  entire  Medicaid  population  is  included  in  the 
analysis.  Specifically,  including  in  the  analysis  groups  who  were  not  the 
target  of  the  legislation  may  cause  some  masking  of  the  effects  of  OBRA. 
These  problems  are  handled  in  the  next  section  of  this  study. 
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Impact  of  OBRA  on  Medicaid  Subpopulations 

The  purpose  of  this  section  of  the  study  is  to  disentangle  the  effects 
of  OBRA  from  the  main  confounding  effects  that  troubled  the  analysis  in  the 
preceding  section.  The  principal  difficulties  encountered  in  the  foregoing 
analysis  of  OBRA's  effects  on  the  entire  Medicaid  population  are  the 
following: 

OBRA  was  targeted  primarily  on  working  welfare  (i.e., 
AFDC/Medicaid)  families,  whereas  the  preceding  analysis 
encompassed  the  entire  Medicaid  population; 

the  1981-82  recession  presumably  increased  the  number  of  AFDC 
cash  recipients  and,  hence.  Medicaid  enrollees,  thereby  tending 
to  offset  OBRA's  effect;  ' 

there  may  have  been  other,  longer  term  trends  in  eligibility 
policy  continuing  into  the  post-OERA  period  (e.g.,  states 
permitting  inflationary  forces  to  effectively  lower  their  need 
and  payment  standards,  thereby  implicitly  making  AFDC/Medicaid 
eligibility  standards  increasingly  restrictive  over  time);  and 
.  •  the  inflation  of  the  early  1980s  no  doubt  masked  the  true  nature 
of  changes  in  income  and  earnings  during  the  period  (e.g.,  the 
nominal  value  of  mean  income  and  earnings  in  a  population  might 
actually  rise  during  an  inflationary  period,  even  though  the 
real — that  is,  inflation-adjusted — value  of  these  variables 
declined) . 
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To  account  for  the  fact  that  OBRA  was  targeted  on  specific 
subpopulations  rather  than  the  entire  Medicaid  population,  the  analysis  in 
this  section  concentrates  on  AFDC/Medicaid  families  only.  To  adjust  for  the 
confounding  effects  of  the  recession,  a  control  group,  comprising  poor  and 
near-poor  nonMedicaid  working  families,  is  developed.  To  capture  the 
influence  of  any  long-term  trends  associated  with  the  interaction  between 
inflation  and  state  need  standards,  the  analytic  data  base  was  extended  to 
cover  three  years  of  the  pre-OBRA  experience.  Finally,  to  adjust  for  the 
effect  of  inflation  on  nominal  values  of  income  and  earnings,  the  present 
analysis  converts  all  such  measures  into  constant  (or  inflation-adjusted) 
dollars.  The  technical  nature  of  the  various  analytic  adjustments  is 
described  in  detail  in  the  next  section. 

Methods 

Selection  of  Target  Subpopulations — 

The  OBRA  changes  are  expected  to  affect  Medicaid  eligibility 
principally  through  their  impacts  on  AFDC  eligibility.  Accordingly,  the 
empirical  analysis  in  this  section  concentrates  on  those  families  who  gained 
access  to  Medicaid  through  their  AFDC  status.  This  orientation  led  to  the 
following  Medicaid  subpopulations  being  excluded  from  the  analytic  samples: 
(1)  all  persons  age  65  years  or  older,  (2)  all  persons  receiving  Medicare, 
and  (3)  all  persons  receiving  cash  assistance  from  the  Supplemental  Security 
Income  Program  (SSI).  In  addition,  certain  family-structure  criteria  were 
employed  to  assure  that  those  persons  represented  in  the  analytic  samples 
actually    lived    in    families    capable    of    meeting  the  most  basic  categorical 
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requirement  for  AFDC,  namely,  living  in  a  family  containing  one  or  more 
Chi Idren. 

Once  these  exclusions  have  been  applied,  the  remaining  sample  consists 
of  the  two  remaining  groups:  (1)  Medicaid  enrollees  in  families  reporting 
receipt  of  cash  assistance  from  AFDC,  and  (2)  Medicaid  enrollees  in  families 
not  reporting  receipt  of  AFDC  cash  benefits  (i.e.,  the 
medical-assistance-only  subpopulation) . 

OBRA  was  targeted  at  a  margin.  That  is,  it  was  targeted  not  at  all 
working  AFDC/Medioaid  families,  but  at  those  with  relatively  high  earnings, 
families  who  presumably  could  provide  for  their  own  support  through 
continued,  or  perhaps  somewhat  greater,  work  effort.  In  order  to  reflect  the 
fact  that  OBRA  was  directed  mainly  at  families  with  relatively  substantial 
earned  income,  the  analytic  samples  were  subdivided  into  two  groups:  (1) 
those  families  with  substantial  labor  market  involvement  (the  presumed 
targets  of  OBRA),  and  (2)  those  with  little  or  no  attachment  to  the  labor 
force  (presumably,  a  group  not  much  affected  by  OBRA). 

These  notions  of  "substantial"  and  "minimal"  labor  market  involvement 
were  made  operational  in  th-e  following  way.  Medicaid  families  with  annual 
earned  income  of  $1,500  or  less  (in  1979  dollars)  were  classified  as  having 
"little  or  no"  labor  force  participation  (LFP),  while  those  with  annual 
earned  income  of  more  than  $1,500  (in  1979  dollars)  were  classified  as  having 
"substantial"  LFP.  Annual  earnings  of  $1,500  represents  approximately  what  a 
person  being  paid  the  minimum  wage  could  earn  by  working  one  day  a  week 
throughout  the  year.  It  also  represents  an  amount  which  falls  below  all  of 
the  AFDC  payment  standards  for  M-person  families  and  all  but  six  of  the 
payment    standards    for    2-person    families.     (The  exceptions  are  six  southern 
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states  with  the  nation's  lowest  payment  standards.)  These  observations 
suggest  that  drawing  the  dividing  line  at  $1 ,500  almost  surely  includes  in 
the  substantial-LFP  group  anyone  whose  Medicaid  eligibility  was  threatened  by 
the  work-related  provisions  of  OBRA.  As  will  become  clear  shortly,  the 
findings  strongly  support  this  contention. 

Selection  of  a  Control  Group — 

So  as  to  permit  an  adjustment  of  the  findings  pertaining  to  the 
AFDC/Medicaid  subpopulations  for  the  influences  of  the  1981-82  recession,  it 
was  necessary  to  construct  a  control  group,  whose  behavior  would  reflect  the 
effects  of  the  recession  but  not  the  effects  of  OBRA.  For  this  control 
group,  nonMedicaid  families  with  substantial  labor  force  involvement  were 
selected  from  the  poor  and  near-poor  populations.  The  low-income  population 
was  defined  as  those  families  with  incomes  approximately  at  or  below  the  25th 
percentile  of  the  distribution  of  family  incomes.  In  1979  the  25th 
percentile  of  the  income  distribution  coincided  with  150  percent  of  the 
federal  poverty  standard,  an  income  level  often  used  for  establishing  a 
dividing  line  between  the  poor  and  near-poor  segments  of  the  income 
distribution  and  the  remaining  higher  income  portion  of  that  distribution. 
For  subsequent  years,  the  1 50-percent-of-poverty  standard  was  not  employed  as 
the  criterion  for  identifying  poor  or  near-poor  families,  simply  because  it 
was  not  a  stable  standard  (with  respect  to  the  purposes  of  this  study)  over 
the  analysis  period.  Between  1979  and  1982,  incomes — especially  those  in  the 
lower  part  of  the  income  distribution — increased  more  slowly  than  the  federal 
poverty  standard,  which  is  shifted  annually  to  keep  pace  with  growth  in  the 
consumer    price    index    (CPI).       As    a    result,    the    proportion    of  the  U.S. 
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population  with  incomes  at  or  below  the  poverty  level  grew  substantially  over 
this  four  year  period  (from  11.7  percent  in  1979  to  15.0  percent  in  1982). 
Whenever  the  poverty  standard  rises  more  rapidly  than  incomes,  mean  family 
income  and  earnings  among  the  1 50-percent-of -poverty  group  will  be,  in  a  very 
important  sense,  artificially  inflated,  as  higher  and  higher  income  families 
are  brought  into  the  group.  For  the  present  purposes,  this  outcome  serves 
merely  to  confuse  and  distort  the  evidence  concerning  the  recession's  impact 
on  a  particular  low-income,  non-Medicaid  population.  Consequently,  the 
25th-percentile-of-the-income-distribution  standard  was  adopted,  since  that 
is  invariant  to  the  pace  of  inflation  in  the  CPI. 

A  problem  with  the  poor/near-poor  control-group  subpopulation  arises 
from  the  fact  that  the  mix  of  family  structures  is  rather  different  than  that 
observed  in  the  AFDC/Medicaid  subpopulation.  In  particular,  the  control 
group  has  relatively  fewer  single-parent  families  than  the  AFDC/Medicaid 
group,  which  is  dominated  by  single-parent  families.  To  handle  this  problem, 
both  the  control  and  the  AFDC/Medicaid  samples  were  divided  into  two 
subsamples:  (1)  one  comprising  single-parent  families  and  (2)  one  consisting 
of  two-parent  families.  This  sample  stratification  then  permits  comparisons 
of  families  matched  on  these  crucial  family-structure  characteristics. 

Finally,  a  number  of  the  sample-selection  criteria  employed  in 
establishing  the  AFDC/Medicaid  sample  were  also  used  in  constructing  the 
control-group  sample.  Specifically,  the  control-group  sample  was  limited  to 
nonelderly  persons  not  receiving  benefits  from  either  Medicare  or  SSI. 

Time  Period  of  the  Analysis — 

The  time  period  for  the  analysis  in  this  section  is  the  four-year  span 
from    1979    through    1982.     In  contrast,  the  analysis  in  the  preceding  section 
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concentrated  on  two  years  only:  1980  and  1982.  So,  the  present  analysis 
adds  both  another  pre-03RA  year  and  the  year  (1981)  in  which  OBRA  became 
law.  The  addition  of  any  further  years,  prior  to  1979,  is  not  possible, 
since  1979  was  the  first  year  that  health  insurance  questions — including 
those  about  Medicaid  status — became  a  permanent  part  of  the  CPS 
questionnaire.  The  1981  data  reflect  a  mixture  of  pre-OBRA  and  post-OBRA 
experience.  However,  since  the  effective  date  of  OBRA  was  October  1,  1981, 
and  even  then  many  states  failed  to  implement  OBRA  requirements  until  one  or 
more  months  later  (General  Accounting  Office,  1984),  the  pre-OBRA  influences 
should  easily  dominate  in  the  1981  data. 

Conducting  the  analysis  with  data  pertaining  to  this  particular 
four-year  sweep  of  time  offers  a  number  of  advantages.  First,  the  data  for 
1979  and  1980  apply  to  two  years  which  are  clearly  pre-OBRA,  while  the  data 
for  1982  apply  to  a  year  that  is  clearly  post-OBRA.  Second,  this  time  period 
begins  prior  to  the  recession  of  the  early  1980s,  but  also  includes  the 
experience  of  that  recession.  To  make  this  point  explicitly,  the  national 
unemployment  rate  was  5.8  percent  in  1979,  7.1  percent  in  1980,  7.6  percent 
in  1981,  and  9.7  percent  in  1982  (Bureau  of  Labor  Statistics,  various 
issues).  The  influence  of  this  variation  in  macroeconomic  activity  on  the 
AFDC/Medicaid  population  will  be  established  by  examining  the  trends  in 
behavioral  patterns  within  the  control-group  population. 

Third,  these  years  encompass  a  period  of  substantial,  although 
declining,  inflation.  Between  the  years  1979  and  1982,  the  CPI  increased  at 
annual  rates  of  13.3  percent,  12.4  percent,  8.9  percent,  and  3.9  percent, 
respectively.        With    the    availability    of    observations    from  each  of  these 
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years,  it  will  be  possible  to  observe  and  adjust  for  any  trends  resulting 
from  the  interaction  between  inflation  and  state  need  amd  payment  standards. 
(However,  this  control  may  be  unnecessary,  as  a  separate  analysis  presented 
in  Appendix  D  reveals  little  or  no  tendency  for  state  payment  standards  to 
become  more  restrictive  between  1979  and  1982. 

Inflation  Adjustments — 

One  of  the  important  economic  characteristics  on  which  this  study 
focuses  is  a  subpopulation' s  standard  of  living.  The  operational  measure  for 
this  notion  is  total  family  income.  Changes  in  the  nominal  value  of  this 
measure  can  arise  because  of  actual  changes  in  purchasing  power  (reflecting  a 
real  change  in  standard  of  living)  or  because  of  purely  inflationary  changes 
(involving  no  improvement  in  the  standard  of  living).  In  order  to  accurately 
assess  any  changes  in  living  standards,  it  is  therefore  necessary  to  adjust 
the  nominal  value  of  family  income  to  remove  the  effects  of  inflation.  To 
this  end,  the  CPI  is  used  to  translate  nominal  income  values  into  real  income 
amounts  measured  in  constant  1979  dollars. 

Analytic  Procedure — 

The  analysis  of  the  data  involves  a  series  of  intergroup  and 
intertemporal  comparisons  of  means  and  proportions.  The  apparent  simplicity 
of  this  approach  is  potentially  deceiving,  appearing  to  involve  nothing  more 
than  straightforward  comparisons  of  crosstabulations .  However,  it  must  be 
reemphasized      that      these    comparisons    are    based    upon    samples  carefully 
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constructed  to  implicitly  and  explicitly  control  for  a  variety  of  nonOBRA 
influences.  Thus,  from  an  analytic  point  of  view,  the  subsequent  analysis  is 
multivariate  in  nature. 

The  analysis  in  the  preceding  section  examined  a  wide  range  of 
demographic,  economic,  and  health  insurance  characteristics.  Many  of  these 
characteristics,  but  especially  the  demographic  ones,  did  not  change  between 
the  pre-  and  post-OBRA  periods.  These  stable  demographic  characteristics 
receive  no  further  attention  in  this  part  of  the  study.  Rather,  here  the 
focus  of  the  analysis  is  narrowed  to  include  only  selected  income, 
employment,  and  health  insurance  characteristics  likely  to  have  been  affected 
by  OBRA. 

Finally,  the  key  comparisons  are  made  with  the  aid  of  statistical 
significance  tests,  namely,  tests  of  differences  in  means  or  proportions. 
Typically,  the  significance  tests  are  applied  to  differences  between  1980 
(the  last  full  year  before  OBRA)  and  1982  (the  first  full  year  after  OBRA). 
The  complete  set  of  significance  tests  are  reported  in  Appendix  A;  in  the 
text  presentation  of  the  findings,  only  those  relevant  to  the  main  theme  of 
the  discussion  are  noted. 

Findings 

In  accordance  with  the  research  design  described  above,  separate 
analyses  were  conducted  for  the  following  sets  of  Medicaid  and  control 
groups: 

•         single-parent    families    receiving    AFDC/Medicaid    assistance,  and 
comparable  control  families; 
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single-parent  families  receiving  Medicaid  alone,  and  comparable 
control  families; 

two-parent  families  receiving  AFDC/Medi caid  assistance,  and 
comparable  control  families;  and 

two-parent  families  receiving  Medicaid  alone,  and  comparable 
control  families. 

This  section  concentrates  on  the  findings  for  the  single-parent  families 
receiving  AFDC/Medi caid  assistance.  The  detailed  results  for  the  other  three 
groups  are  presented  in  Appendix  A.  There  are  two  reasons  for  limiting  the 
discussion  to  the  single-parent  AFDC/Medicaid  group  (with  controls).  First, 
the  results  for  this  group  are  based  upon  the  largest  sample  and,  thus,  are 
the  most  reliable.  Second,  and  more  importantly,  the  basic  findings  are  the 
same  in  every  relevant  respect  for  all  four  of  these  groups. 

In  this  section,  the  key  findings  are  presented  through  a  series  of 
figures.  In  general,  each  figure  contains  two  panels.  The  first  plots  the 
level  or  proportion  of  a  variable  by  year,  with  a  reference  line  dividing  the 
pre-  and  post-OBRA  period.  The  second  panel  converts  the  data  to  an  index 
number,  with  the  1979  value  serving  as  the  reference  year  (i.e.,  always 
equalling  100).  The  purpose  of  this  second  panel  is  to  show  changes  in 
relative  magnitudes  over  time.  To  illustrate  the  calculation  of  this  index, 
the  1980  index  value  for  a  variable  is  calculated  by  diving  the  1980  value  of 
a  variable  by  its  1979  value,  and  multiplying  by  100.  These  index  panels 
also  contain  pre-  and  post-OBRA  reference  lines  to  facilitate  sorting  out  the 
impact  of  OBRA  from  other  trends  and  influences. 
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Before  entering  into  a  discussion  of  specific  findings,  it  may  prove 
beneficial  first  to  discuss,  in  somewhat  more  abstract  terms,  the  various 
possible  reasons  that  might  justifiably  be  offered  as  explanations  for  why  a 
mean  or  proportion  for  a  variable  measuring  some  specific  subpopulation 
characteristic  changes  over  time.  Obviously,  sampling  error  is  one  possible 
reason.  Beyond  that,  three  general  reasons  for  change  are  apparent:  (1)  the 
behavior  of  continuing  members  of  the  subpopulation  may  have  changed 
substantialy;  (2)  the  behavior  of  persons  entering  the  subpopulation  over 
time  may  be  systematically  different  than  that  of  continuing  members;  or  (3) 
the  behavior  of  persons  leaving  the  subpopulation  over  time  may  be  noticeably 
different  from  those  remaining. 

To  illustrate  these  last  three  points,  suppose  that  mean  family 
earnings  in  the  AFDC/Medicaid  subpopulation  is  observed  to  decline  between 
two  .years.  Why  might  this  happen?  First,  the  continuing  members  of  this 
subpopulation  may  have  earned  less,  on  average.  Second,  persons  coming  into 
this  subpopulation  in  the  second  year  may  have  substantially  less  earned 
income  than  members  of  the  subpopulation  continuing  from  the  first  year  (so 
as  they  enter  the  group,  the  mean  falls).  Third,  persons  exiting  from  the 
subpopulation  in  the  second  year  may  have  substantially  greater  average 
earnings  than  those  remaining  in  the  subgroup  (so  as  they  leave,  the  mean 
falls).  Of  course,  all  three  of  these  forces  may  be  at  work  in  any  given 
year,  in  which  case  the  issue  becomes  one  of  identifying  the  dominant 
factors. 
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Income  Characteristics — 

The  first  characteristic  to  be  considered  is  mean  family  income  in 
constant  1979  dollars.  The  results  for  the  key  Medicaid  group — that  is, 
single-parent  families  receiving  AFDC  cash  assistance — and  the  counterpart 
control  group  are  shown  in  Figure  1 . 

In  each  of  the  four  years,  mean  family  income  is  highest  for  the 
Medicaid  working  families  and  lowest  for  Medicaid  families  with  minimal  LFP 
(hereafter  referred  to  as  "nonworking"  Medicaid  families,  simply  for 
expository  convenience).  Mean  income  for  control-group  families  lies  between 
the  income  levels  for  the  two  Medicaid  subpopulations.  The  fact  that 
AFDC/Medicaid  working  families  have  higher  average  income  than  low-income 
control  families  (who,  by  definition,  have  not  qualified  for  welfare 
assistance)  appears  paradoxical.  However,  there  are  sound  reasons  for  this 
difference.  One  reason  is  simply  that  cash  assistance  income,  part  of  total 
family  income,  raises  mean  income  for  AFDC/Medicaid  families,  but  has  no 
effect,  of  course,  on  income  levels  within  the  control  group.  A  second 
reason  is  related  to  the  systematic  and  substantial  variation  in  state  AFDC 
need  and  payment  standards.  In  some  states,  families  with  even  relatively 
high  incomes  can  qualify  for  AFDC/Medicaid,  whereas  in  other  states  families 
with  substantially  less  income  cannot  satisfy  the  need  or  payment  standards. 
This  fact  alone  could  result  in  mean  income  for  working  Medicaid  families 
(i.e.,  those  selected  because  they  have  more  than  $1,500  in  earned  income) 
exceeding  that  for  the  low-income  controls.  Moreoever,  since  the  most 
populous  states  (i.e.,  those  with  the  greatest  representation  in  the  CPS)  are 
also,  on  balance,  those  with  the  more  generous  need  and  payment  standards, 
this  ordering  is  virtually  assured. 
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As  noted  above,  mean  incomes  for  the  working  Medicaid  families  exceed 
those  for  the  "nonworking"  Medicaid  families  by  substantial  amounts  in  every 
period.  For  instance,  in  1980  the  mean  income  was  $8,118  for  the  working 
families  and  $3»633  for  the  nonworkers.  These  differences  clearly  indicate 
the  successfulness  of  the  efforts  to  divide  the  AFDC/Medicaid  population  into 
the  higher-income  targets  of  OBRA  and  the  low-income  families  largely 
insulated  from  OBRA. 

Figure  1  depicts  a  clear  trend  of  declining  real  family  incomes  for  all 
groups.  While  this  trend  was  clearly  a  pre-OBRA  development,  it  is  apparent 
that  OBRA  accelerated  that  trend  for  the  working  Medicaid  subpopulation. 

Surprisingly,  the  1981-82  recession  did  not  cause  a  sharp  drop  in  mean 
family  income  in  the  contrast  group,  despite  a  sharp  increase  in  the  national 
unemployment  rate,  from  7.5  percent  to  9.2  percent.  What  would  generate  this 
result?  Apparently,  the  3.3  percent  rise  in  nominal  income  for  1981-82  (see 
Table  A-2),  coupled  with  the  falling  rate  of  inflation,  helped  offset  the 
effects  of  increased  unemployment,  resulting  in  only  a  slight  decline  in  real 
family  income.  In  addition,  those  families  hit  the  hardest  by  the  recession 
would  tend  to  disappear  from  the  low-income  contrast  group,  shifting  either 
into  that  portion  of  the  poor/near-poor  population  having  minimal  work 
activity  during  the  year  or  into  one  of  the  welfare  assistance  populations. 
Such  an  occurrence  would  keep  mean  family  income  from  falling  as  far  as  it 
would  otherwise . 

The  trends  in  relative  family  incomes  (with  1979  equalling  ICQ)  are 
depicted  in  panel  (b).  These  indices  are  useful  for  portraying  incomes  as  a 
percentage  of  their  1979  levels.  For  example,  in  1981  the  index  for  mean 
family    income  for  the  working  Medicaid  population  was  87  (i.e.,  87  percent  of 
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its  1979  level),  while  for  the  control  group  it  stood  at  90.  By  1982,  the 
index  value  for  the  working  Medicaid  poulation  had  fallen  to  77  (or  a  12 
percent  decline);  but  for  the  control  group  it  fell  only  to  89  (about  a  2 
percent  decline).  Clearly,  the  decline  in  mean  family  income  during  the 
post-OBRA  was  substantially  greater  for  the  working  Medicaid  population  than 
for  the  control  group  population. 

A  somewhat  different  perspective  on  these  family  income  patterns  is 
provided  by  Figure  2,  which  concentrates  on  the  extent  of  poverty  or 
near-poverty  in  a  subpopulation.  The  appearance  of  Figure  2  differs  from 
that  of  Figure  1  in  that  the  poverty  patterns  and  trends  are  not  depicted 
explicitly  for  all  subgroups.  The  control  group  is  not  depicted  since,  by 
definition,  100  percent  of  that  subpopulation  is  in  the  poor/near-poor 
category  every  year.  In  addition,  the  proportions  for  the  nonworking 
Medicaid  subgroup  are  not  shown  in  panel  (b).  Since  these  proportions  stand 
at  99  percent  for  each  year,  a  corresponding  trend  line  would  be  virtually 
indistinguishable  from  the  top  line  enclosing  the  figure. 

Figure  2  shows  that,  prior  to  OBRA,  only  72-74  percent  of  the  working 
Medicaid  population  fell  into  the  poor/near-poor  category.  In  the  post-OBRA 
period,  this  proportion  jumped  sharply  to  80  percent  (a  statistically 
significant  increase,  at  the  99  percent  confidence  level),  reflecting  the 
declines  in  this  group's  real  family  income  observed  in  Figure  1.  Again, 
this  outcome  is  entirely  consistent  with  the  anticipated  impacts  of  OBRA. 

The  patterns  and  trends  for  family  earnings — the  major  component  of 
total  family  income — are  represented  in  Figure  3.  Not  depicted  in  this 
figure  are  the  results  for  the  nonworking  Medicaid  families.    Mean  annual 
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earnings  (in  constant  1979  dollars)  ranged  between  $107  and  $17^  for  this 
group,  reflecting  this  subpopulation' s  marginal  attachment  to  the  work 
force.  The  small  magnitude  and  limited  variation  associated  with  this 
variable  render  it  less  informative  than  the  other  variables  (although,  the 
interested  reader  can  find  the  detailed  estimates  for  this  variable  in 
Table  A-2). 

Mean  family  earnings  for  a  subpopulation  is  the  product  of  the  group's 
employment  rate  and  the  earnings  levels  among  those  actually  employed.  The 
present  discussion  concentrates  on  the  aggregate  measure,  that  is,  mean 
family  earnings.  In  a  subsequent  section,  this  aggregate  measure  is 
decomposed  and  the  patterns  and  trends  of  the  components  are  analyzed. 

The  earnings  patterns  for  the  working  Medicaid  families  and  the 
low-income  control  families  are  quite  similar,  especially  in  the  pre-OBRA 
period.  For  example,  in  1979  mean  family  earnings  for  these  two  groups 
differed  by  only  $290,  with  the  working  Medicaid  group  averaging  $5,733 
annually  and  the  control  group  averaging  $5,^43  per  year.  Throughout  the 
pre-OBRA  period,  both  groups  experienced  declining  real  family  earnings,  much 
as  they  experienced  with  respect  to  real  family  income.  The  similarity  in 
the  earnings  and  income  trends  is  not  surprising,  especially  for  the 
low-income  contrast  group:  for  working  families  in  this  income  strata,  about 
90  percent  of  family  income  is  earnings.  Notably,  during  the  pre-OBRA  period 
the  pattern  of  decline  for  these  two  groups  was  nearly  identical;  in  fact, 
between  1979  and  1981  the  relative  decline  was  identical,  with  real  1981 
earnings  for  both  groups  falling  to  89  percent  of  their  1979  value  (see  panel 
(b)  of  Figure  3). 
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In  the  post-OBRA  period,  this  decline  in  earnings  accelerates  for  the 
working  Medicaid  families.  To  illustrate,  during  the  pre-OBRA  period  real 
family  earnings  declined  by  about  6  percent  per  year  for  the  working  Medicaid 
population,  whereas  it  dropped  by  16  percent  in  the  first  post-OBRA  year.  In 
contrast,  the  pattern  of  declining  earnings  within  the  control-group 
population  was  quite  different  in  that  the  rate  of  decline  slowed,  from 
around  6  percent  in  the  pre-OBRA  period  to  only  around  2  percent  in  the 
post-OBRA  period.  The  end  result  of  these  very  different  rates  of  decline  is 
that,  after  OBRA,  the  control  group  of  low-income  families  has  higher  mean 
earnings  than  the  working  Medicaid  population  ($^1,7^5  as  compared  to  $4,131). 

The  final  component  of  family  income  considered  here  is  AFDC  cash 
assistance  income  (see  Figure  4).  Before  discussing  patterns  and  trends,  it 
should  be  noted  that  there  is  no  adequate  control  group  for  this  variable. 
Obviously,  the  poor/near-poor  population,  which  serves  as  a  control  in  other 
analyses,  cannot  serve  here  since  they  have  no  cash  assistance  income. 
Moreoever,  the  characteristics  of  nonworking  Medicaid  families  are  not 
affected  to  the  same  degree  by  labor  market  forces  (e.g.,  recessions)  as  are 
the  characteristics  of  working  Medicaid  families.  Accordingly,  post-OBRA 
changes  in  mean  cash  assistance  payments  to  the  working  Medicaid  population 
will  represent  a  combined  effect  of  OBRA  and  the  1981-82  recession. 
Unfortunately,  with  no  good  control  group  available,  it  will  not  be  possible 
to  sort  out  the  influence  of  OBRA  from  the  influence  of  the  recession. 

The  pattern  of  cash  assistance  payments  depicted  in  Figure  4  is  exactly 
what  might  have  been  expected.  That  is,  real  cash  assistance  income  is 
substantially  higher — typically  by  about  50  percent--for  the  nonworking 
AFDC/Medicaid  families  than  for  the  working  AFDC/Medicaid  families. 
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Obviously,  as  earned  income  rises,  other  things  equal,  AFDC  cash  assistance 
payments  are  designed  to  fall. 

Figure  i|  also  makes  it  clear  that  between  1979  and  1982,  mean  cash 
assistance  income  (in  constant  1979  dollars)  generally  declined.  This  occurs 
because,  over  this  period,  most  states  increased  AFDC  payments  more  slowly 
than  consumer  prices  rose. 

The  one  seemingly  anomolous  result  in  Figure  ^  is  the  slight  increase 
in  cash  assistance  income  among  the  working  AFDC/Medicaid  families, 
particularly  since  some  of  the  OBRA  rules  were  explicitly  designed  to  reduce 
cash  assistance  payments  to  such  families.  However,  several  other  forces 
were  also  working  to  increase  mean  cash  assistance  payments  for  this 
subpopulation  of  working  AFDC/Medicaid  families.  First,  the  families  with 
the  higher  earnings  and  consequently  lower  cash  assistance  payments  would 
have  lost  their  Medicaid  eligibility  as  a  result  of  OBRA.  This  would  tend  to 
raise  mean  cash  assistance  payments  within  the  working  Medicaid  population. 
In  addition,  some  workers  may  have  voluntarily  cut  back  on  their  work  effort, 
either  .  to  preserve  their  AFDC/Medicaid  eligibility,  or  simply  in  response  to 
the  work  disincentives  stemming  from  OBRA  (e.g.,  once  the  earnings  disregard 
is  lost,  workers  give  up  one  dollar  of  cash  assistance  benefits  for  every 
extra  dollar  they  earn:  a  clear  disincentive  to  work).  Such  responses  would 
raise  mean  assistance  payments.  Finally,  the  1981-82  recession  caused  people 
to  lose  jobs  or  perhaps  work  reduced  hours.  As  a  result,  some  families  with 
earnings  at  some  time  during  the  year  would  qualify  for  substantial  AFDC  cash 
assistance  payments  since  they  had  no  earnings,  or  substantially  reduced 
earnings,  at  the  time  eligibility  was  gained.  Obviously,  this  influence 
would  greatly  inflate  mean  cash  assistance  payments  for  the  working 
AFDC/Medicaid    population.        In    all    likelihood,     the  unemployed  coming  into 
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AFDC/Medicaid  represented  the  strongest  source  of  upward  pressure  on  the  mean 
value  for  cash  assistance  payments. 

The  principal  findings  from  the  foregoing  analysis  of  OBRA's  impacts  on 
the  income  characteristics  of  the  AFDC/Medicaid  population  are  the  following: 

OBRA      significantly      reduced      the      income      and      earnings  of 

AFDC-eligible  Medicaid  families;  and 

These  OBRA-induced  reductions  in  income  and  earnings  were  highly 
concentrated  among  the  working  poor  on  Medicaid,  while  those 
Medicaid  families  with  weak  attachments  to  the  labor  force  went 
largely  unaffected. 

Employment  Characteristics — 

In  this  section,  the  influence  of  OBRA  on  the  employment 
characteristics  of  the  AFDC/Medicaid  population  is  analyzed,  with  the 
principal  findings  being  depicted  in  Figa-^es  5  through  7.  The  focus  in  this 
section  shifts,  from  the  level  of  the  family  (or  the  case)  to  the  level  of 
the  individual,  specifically  the  family  heads.  Since  the  specific 
subpopulat ion  under  consideration  here  consists  of  single-parent  families, 
nearly  all  of  the  heads  are  females.  In  the  AFDC/Medicaid  population,  98-99 
percent  of  the  heads  of  single-parent  families  are  female.  In  the  low-income 
control  population,  approximately  91-92  percent  of  single-parent  families  are 
headed  by  a  female. 

The  first  set  of  findings  related  to  the  employment  characteristics  of 
family  heads  is  presented  in  Figure  5.  This  figure  portrays,  for  the  1979-82 
period,  the  patterns  and  trends  for  the  ratio  of  the  number  of  employed 
persons  in  a  subpopulation  to  the  total  number  of  persons  in  that 
subpopulation  (i.e.,  the  employment-to-population  ratio,  hereafter  referred 


48 


o 

<_>  00 


>  1 — 

'5  i 

U  ra 

a>  0) 

•1-  s_ 

r—  lO 

-1-  Q. 

E  I 

la  01 

U.  I— 

■a  c 

OJ 

U 

s- 

•r-  S_ 

3 

•o  o 

OJ  o 

e:  a. 

1 

c  <o 

OJ  at 

i~  2= 

<a 

Q-  T3 

1  C 

01  <T3 

cr>  s. 

c  o 

■■-  o 

</1  Q. 

C  TJ 

Q 

1/)  (J 

■o  •>- 

nj  "a 

<*-  c 

o  o 

z 

to 

0)  c 

ID 

i- 

O 

I" 

o. 

E 


7" 


/ 


O  -J 
O 

o.  •— 


C  —  - 


—  ;£  o  bj  X 


;  / 

1 

□3 

cn 

/  . 

?  / 

> 

;  / 

3 

«/l 

C 

S  ; 

/ 

O 

/ 

Q. 

i\»  O 

on 

O 

o  I 

/ 

m  ^ 
c 

of  Heads  Emp' 

/ 

/ 

/  ■ 

3 

!  * 

c 

01 

/ 

1 

i  1 

« 

"a 

A 

L. 
41 

a 

/ 

-  -  -J-  -----  - 

S         '  '; 

1 
1 

S 

^  '. 

o 

1 
1 

\  1 

80 

SOURCE:  Aut 

r 
c 

 ,.,T-P^TT,,T 

>              o  o 
3                 a>  03 

'  1  1  r  1  ■  ■  1  1 t  1 

if)                \fy                ^                                 oi  ^ 
Ota.       £UJaOU^                     iON-uiO      — Z      »/i3(C>UJ^  XtaJUJK 

m 

49 


to  as  "employment  rate,"  simply  for  expository  convenience).  It  must  be 
emphasized  that  this  measure  of  employment  differs  from  another,  more  widely 
used  measure  of  employment,  namely,  the  ratio  of  the  number  of  employed 
persons  in  the  subpopulation  to  the  number  of  persons  from  the  subpopulation 
who  are  in  the  labor  force  (or,  simply,  one  minus  the  unemployment  rate). 

Why  use  the  employment-to-population  ratio  rather  than  the  more 
conventional  employment-to-labor-force  ratio?  The  purpose  of  this  particular 
analysis  is  to  assess  the  impact  of  OBRA  on  employment  behavior  in  certain 
subpopulations .  The      conventional      employment    rate    measure    will  not 

necessarily  provide  an  accurate  picture  of  those  impacts.  To  illustrate  the 
nature  of  the  problem,  if  the  number  of  employed  persons  remains  constant 
while  the  number  of  labor  force  participants  increases,  the  conventional 
employment  rate  measure  would  fall.  So,  this  employment  rate  changes  even 
though  the  actual  number  of  employed  persons  remains  stable.  In  contrast, 
the  employment-to-population  ratio  would  not  be  affected  by  a  change  of  this 
sort.  As  a  further  example,  if  people  are  actually  losing  jobs,  but  people 
are  also  dropping  out  of  the  labor  force,  the  conventional  employment  rate 
measure  may  fall,  rise,  or  remain  unchanged.  In  contrast,  the 
employment-to-population  ratio  would  fall  (provided  the  population  base 
remains  stable) . 

The  information  conveyed  by  Figure  5  differs  somewhat  from  that 
conveyed  by  the  other  figures.  Specifically,  the  employment  rates  portrayed 
in  Figure  5  pertain  to  the  survey  week  rather  than  to  the  calendar  year 
preceding  the  survey  week.  Accordingly,  there  are  two  post-OBRA  observations 
for  this  variable  (i.e.,  for  March  1982  and  March  1983),  rather  than  the 
single  observation — for  the  calendar  year  1982 — available  for  the  other 
variables  considered  in  this  study. 
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During  the  pre-OBRA  period  (including  both  March  198O  and  March  1981), 
the  employment  rates  for  all  groups  were  very  stable  and  followed  patterns 
consistent  with  expectations  about  the  employment  behavior  of  the  various 
groups.  The  survey-week  employment  rates  for  the  heads  of  the  low-income 
control  families  were  highest,  ranging  from  78  to  81  percent.  For  the  heads 
of  the  working  Medicaid  families,  the  employment  rate  was  59  percent  in  both 
pre-OBRA  survey  months.  The  rate  for  the  nonworking  Medicaid  families  was 
also  the  same  for  both  periods,  namely,  9  percent. 

In  the  post-OBRA  period,  the  employment  rates  for  heads  of  the 
low-income  control  families  and  for  the  heads  of  the  nonworking  Medicaid 
families  declined  slightly.  By  March  1983,  the  employment  rate  for  the 
control-group  families  fell  to  77  percent,  while  the  rate  for  the  nonworking 
Medicaid  families  fell  to  7  percent.  In  contrast,  among  the  working  Medicaid 
families,  the  employment  rate  fell  sharply,  from  59  to  52  percent  between 
March  1981  and  March  1982,  and  from  52  percent  to  ^3  percent  between  March 
1982  and  March  1983. 

Before  proceeding  to  interpret  these  results,  it  will  prove  useful  to 
consider  explicitly  whether  the  low-income  contrast  group  provides  an 
adequate  control  for  the  effects  of  the  1981-1982  economic  recession.  To 
illustrate  the  source  of  the  concern,  between  March  1981  and  March  1982,  the 
national  unemployment  rate  shot  up  by  25  percent,  from  7.1  to  9.0  percent  of 
the  labor  force  (Bureau  of  Labor  Statistics,  various  issues).  Yet,  this 
significant  deterioration  in  aggregate  economic  activity  seems  to  have  had 
little,  or  no,  influence  on  the  employment  patterns  among  the  low-income 
contrast  group.     Why  is  this  the  case?    There  are  two  related  explanations. 
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First,  the  unemployment  rate  for  the  subpopulation  relevant  to  this 
study — namely,  adult  females — was  less  affected  by  the  recession  than  was 
the  unemployment  rate  for  the  entire  labor  force.  For  females  20  years  of 
age  or  older,  the  unemployment  rate  rose  between  March  1981  and  March  1982 
by  about  19  percent,  from  6.6  percent  to  7.9  percent.  Thus,  the  impact  of 
the  recession  on  the  employment  opportunities  for  low-income  female  heads 
was  probably  less  than  one  would  have  expected,  based  upon  movements  in 
the  aggregate  unemployment  rate.  This  reason,  however,  is  not  the 
principal  explanation  for  the  recession-period  pattern  observed  in 
Figure  5. 

The  principal  reason  Figure  5  reveals  no  dramatic  effect  of  the 
1981-1982  recession  arises  from  the  relative  stability  in  the 
eraployment-to-population  ratio.  To  illustrate,  while  the  unemployment 
rate  for  adult  females  increased  by  about  19  percent  between  March  1981 
and  March  1982  (from  6.6  percent  to  7.9  percent),  the 
employment-to-population  ratio  for  this  group  changed  by  a  mere  0.5 
percent,  from  48.6  percent  to  48.4  percent.  Thus,  the  volatility  in  the 
unemployment  rate  during  this  period  arose  mainly  from  the  process  of 
women  entering  the  labor  force  and  failing  to  find  jobs,  rather  than  from 
women  who  were  previously  employed  actually  losing  jobs. 

These  observations  clearly  support  the  position  that  the  employment 
patterns  for  the  low-income  contrast  group  provide  reasonable  controls  for 
the  influences  of  the  recession.  The  pattern  reflects  declining 
employment  opportunities  for  female  heads  of  low-income  families,  and 
matches  the  decline  in  the  employment-to-population  ratio  experienced  by 
adult  women  generally. 
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Nevertheless,  the  Medicaid  working  population  is  subject  to  certain 
recession-related  influences  which  cannot  be  controlled  by  tracking  the 
employment  behavior  of  the  low-income  contrast  group.  During  a  recession, 
the  size  of  the  AFDC/Medi caid  population  should  be  expected  to  grow  as 
people  lose  jobs.  Thus,  as  a  recession  generates  newly  unemployed 
enrollees,  the  employment-to-population  ratio  for  the  Medicaid  population 
will  tend  to  fall  (i.e.,  the  denominator  of  the  ratio  grows  while  the 
numerator  either  remains  constant  or  perhaps  falls,  causing  the  value  of 
the  ratio  to  decline) .  The  behavior  of  the  low-income  contrast  group 
provides  no  control  for  this  particular  recession-related  effect  arising 
from  a  marginal  change  in  the  nature  of  the  Medicaid  population. 

The  best  available  control  for  this  influence  is  the  pre-OBRA 
employment  behavior  of  the  families  in  the  Medicaid  working 
subpopulations.  Since  the  recession  began  prior  to  OBRA  (e.g.,  between 
March  1980  and  March  1981,  the  unemployment  rate  for  adult  females 
increased  from  5.8  to  6.6  percent),  these  recession-related  influences 
should  be  imbedded  in  the  pre-OBRA  employment-rate  patterns  for  the 
Medicaid  population. 

Figure  5  reveals  a  stable  employment  rate  (of  59  percent)  for  the 
Medicaid  working  population  for  the  period  from  March  1980  to  March  1981. 
While  this  stability  seems  paradoxical  in  light  of  the  growing 
unemployment  rate,  it  is  entirely  consistent  with  the  contemperaneous 
trends  in  the  employment-to-population  ratio  for  the  adult  female 
population:  this  ratio  was  relatively  stable  over  this  period,  equalling 
48.1  percent  in  March  1980  and  il8.6  in  March  1981.  Thus,  the  growing 
unemployment    rate    reflects    an    increase    in    job  seeking,  rather  than  an 
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actual  decline  in  employment.  The  employment  stability  during  this  period 
is  reflected  perfectly  by  the  constant  employment  rate  for  the  Medicaid 
working  subpopulation.  This  result  suggests  that  the  employment  rate  for 
the  Medicaid  working  population  would  be  largely  unaffected  by  the 
recession,  provided  the  overall  eraployment-to-population  ratio  for  adult 
females  remained  stable.  From  March  1981  to  March  1982,  this  employment 
measure  (for  all  adult  females)  fell  slightly  from  ^^8.6  to  48.4  percent; 
by  March  1983  it  had  fallen,  again  slightly,  to  48.2  percent.  These  minor 
variations  in  this  key  variable  seem  to  justify  setting  aside  any  concern 
over  uncontrolled  recessionary  impacts  on  the  employment  rate  of  the 
Medicaid  working  population. 

Based  upon  the  experience  of  the  low-income  control  group,  one  would 
have  expected  the  employment  rate  for  the  heads  of  the  working  Medicaid 
families  to  have  declined  by  perhaps  5  percent  from  March  198I  to  March 
1983f  or  from  59  percent  to  around  56  percent.  Instead,  the  employment 
rate  for  this  group  fell  by  27  percent,  from  59  percent  to  43  percent  of 
the  subpopulation. 

Presumably,  this  sharp  decline  in  employment  rates  is  attributable 
largely  to  the  effects  of  OBRA.  As  the  OBRA  eligibility  changes  dropped 
from  the  Medicaid  rolls  those  families  with  higher  earnings,  the 
employment  rate  for  the  working  subpopulation  would  have  naturally 
declined.  By  way  of  illustration,  consider  a  hypothetical  subpopulation 
of       1      million      working     Medicaid      families.  With      an  initial 

(recession-adjusted)  employment  rate  of  56  percent,  560,000  heads  would 
have  been  employed.  If  OBRA  resulted  in,  say,  100,000  of  the 
higher-earning      families    being    dropped    from    the    Medicaid    rolls,  the 
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employment  rate  would  have  fallen,  other  things  equal,  to  51.1  percent 
(iJ60,000  divided  by  900,000).  (As  will  be  explained  below,  this 
particular  effect — arising  from  families  being  dropped  from  the  Medicaid 
rolls — can  be  observed  only  to  a  limited  extent  with  CPS  data.) 

Of  course,  as  noted  above,  OBRA  reduced  the  incentive  for  Medicaid 
families  to  work.  These  work  disincentives  would  further  reduce  the 
observed  employment  rate  among  the  working  Medicaid  subpopulation.  For 
example,  if  another  70,000  family  heads  quit  working  because  of  the 
diminished  work  incentives,  the  employment-to-population  ratio  would  have 
declined  further  to  ^13-3  percent  (390,000  divided  by  900,000),  provided 
other  things  remained  equal. 

In  light  of  certain  specific  CPS  definitions  for  key  variables,  the 
data  are  much  more  likely  to  reveal  the  latter  effect  (associated  with 
reduced  work  effort  among  Medicaid  enrollees)  rather  than  the  former 
(associated  with  persons  leaving  the  Medicaid  rolls).  The  Medicaid 
variable  indicates  whether  a  person  was  enrolled  in  Medicaid  at  any  time 
during  the  year  preceding  the  March  survey.  Accordingly,  the  Medicaid 
sample  for  any  given  year  includes  (1)  those  enrolled  for  the  entire  year, 
(2)  those  coming  onto  the  rolls  sometime  during  the  calendar  year  (e.g., 
as  a  result  of  the  recession),  and  (3)  those  leaving  the  rolls  during  the 
calendar  year  (e.g.,  because  they  were  dropped  as  a  result  of  OBRA). 
Thus,  individuals  dropped  from  the  Medicaid  rolls  in,  say,  late  1981  would 
nevertheless  appear  in  the  March  1982  survey,  indistinguishable  from  those 
who  were  enrolled  continuously  throughout  1981.  In  order  to  distinguish 
between  these  two  groups,  one  would  have  to  rely  upon  the  March  1983 
survey:        individuals  dropped  from  the  Medicaid  rolls  in  1981  would  appear 
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as  nonenrollees  for  the  calendar  year  1982  (provided  they  remained  off  the 
rolls),  whereas  those  enrolled  for  any  part  of  1982  would  appear  in  the 
March  1983  as  Medicaid  enrollees  for  1982. 

In  contrast  to  the  Medicaid  variable  (which  does  not  distinguish 
between  full-year  and  part-year  enrollees),  the  survey-week  employment 
variable  is  measured  with  relative  accuracy.  That  is,  it  provides  a  clear 
picture  of  employment  patterns  at  the  time  of  the  survey,  even  though  it 
reveals  nothing  about  the  employment  patterns  during  other  times  of  the 
year. 

These  observations  suggest  the  following  in  connection  with 
interpreting  the  employment  patterns  and  trends  depicted  in  Figure  5. 
Between  March  1981  and  March  1982,  the  employment  rate  for  heads  of 
working  Medicaid  families  declined  from  59  to  52  percent.  Based  upon  the 
control  group  experience,  the  recession  was  responsible  for  perhaps  1 
point  of  this  7  point  decline.  The  remaining  6  points  of  the  decline  in 
employment  rates  would,  therefore,  be  attributable  to  Medicaid  family 
heads  working  less,  or  perhaps  even  quitting  work.  None  of  this 
decline — between  March  1981  and  March  1982 — in  this  subpopulation' s 
employment  rate  can  be  attributed  to  the  OERA-related  reduction  in  the 
Medicaid  rolls. 

Between  March  1982  and  March  1983,  the  employment  rate  for  heads  of 
Medicaid  working  families  declined  further,  from  52  to  43  percent.  The 
control  group  experience  suggests  that  the  recession  would  have  lowered 
the  employment  rate  by  about  2  points  only,  from  52  to  50  percent.  The 
remaining  7  point  decline  was  therefore  presumably  caused,  in  part,  by 
further    reductions    in    work  effort  and,  in  part,  by  some  working  families 
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moving  out  of  the  Medicaid  population  as  a  result  of  OBRA.  It  should  be 
emphasized,  however,  that  this  latter  effect  appears  in  the  data  only  for 
those  dropped  from  the  Medicaid  rolls  during  1981;  those  dropped  during 
the  early  months  of  1982  would  remain  in  the  CPS  Medicaid  population  for 
the  March  1983  survey. 

The  employment-related  results  reported  in  Figures  6  and  7--namely, 
for  annual  weeks  worked  by  employed  heads  and  for  annual  earnings  of 
working  heads,  respectively — clearly  support  the  inferences  drawn  in 
connection  with  the  employment  rate  patterns  and  trends  depicted  in 
Figure  5.  Both  figures  reflect  the  same  thing:  in  the  post-OBRA  period 
work  effort  among  heads  of  working  Medicaid  families  declined 
significantly,  with  the  decline  far  exceeding  what  might  have  been 
expected  as  a  result  of  the  control-group  experience.  To  illustrate, 
between  1981  and  1982  annual  weeks  worked  by  employed  heads  declined  by 
9.8  percent  (from  35.6  to  32.1  weeks)  among  working  Medicaid  families, 
whereas  weeks  worked  fell  by  only  percent  (from  42.3  to  ill  .7  weeks) 
among  control-group  families.  Similarly,  annual  earnings  of  working  heads 
(in  constant  1979  dollars)  dropped  by  11.9  percent  (from  $^4,066  in  1981  to 
$3,583  in  1982)  in  the  working  Medicaid  subpopulation,  but  remained  stable 
($4,531  in  1981  versus  $4,524  in  1982)  for  the  control-group  families. 
Both  results  support  the  notion  that  the  work  disincentives  introduced  by 
OBRA  led  to  substantial  declines  in  work  effort  among  those  in  the  working 
Medicaid  population. 
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The  results  presented  in  this  section  can  be  summarized  in  the 
following  way: 

OBRA  changes,  which  threatened  working  families'  eligibility  for 
cash  assistance  and  Medicaid,  led  to  substantial  voluntary 
reductions  in  work  effort  among  these  families. 

The  employment-to-population  ratio  for  working  Medicaid  families 
appears  to  have  fallen  by  as  much  as  20  percent  of  its  pre-OBRA 
level,  as  a  result  of  these  voluntary  reductions  in  work  effort. 
•  Even  among  those  Medicaid  recipients  continuing  to  work,  there 
appears  to  be  some  voluntary  reduction  in  work  effort  (e.g.,  as 
measured  by  weeks  worked),  averaging  about  10  percent. 

Health  Insurance  Coverage  Characteristics — 

The  final  set  of  findings  to  be  considered  here  are  those  pertaining 
to  private  health  insurance  coverage  rates.  The  fundamental  question 
under  consideration  in  this  section  is  the  following:  as  families  were 
removed  from  the  Medicaid  rolls  by  OBRA,  to  what  extent  were  they 
successful  in  replacing  Medicaid  with  private,  employment-based  health 
insurance  coverage?  The  focus  is  on  group  health  insurance,  due  to  a 
presumption  that  low-income  families  would  generally  find  the  cost  of 
individual  health  insurance,  acquired  privately,  to  be  prohibitive. 

The  health-insurance  coverage  patterns  for  the  1979-1982  period  are 
portrayed  in  Figure  8.  The  coverage  rates — that  is,  the  percent  of  a 
subpopulation  covered  by  group  health  insurance — range  from  1  to  3  percent 
for  the  nonworking  Medicaid  families,  from  31  to  35  percent  for  the 
working  Medicaid  families,  and  from  49  to  53  percent  for  the  low-income 
contrast  families. 
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Figure  8 

Group  Health  Insurance  Coverage  Rates  for  Single-Parent  Families: 
Medicaid  Families  Receiving  AFDC  Cash  Assistance,  Non-Medicaid 
Poor  and  Near-Poor  Families  and  Newly  Medicaid-Inel igible  Famil ies, 

1979-1982 
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These  results  suggest  that  between  one-third  to  one-half  of  the 
working  families  removed  by  OBRA  from  the  AFDC/Medi caid  rolls  would  have 
succeeded  in  replacing  Medicaid  with  private  group  health  insurance.  This 
range  is  eatablished  by  taking  the  coverage  rate  for  working  Medicaid 
families  as  the  lower-bound  and  the  coverage  rate  for  the  low-income 
contrast  families  as  the  upper-bound. 

Figure  8  contains  additional  evidence  which  suggests  that  the  upper 
bound  estimate  (of  about  50  percent  coverage  rates)  best  reflects  the 
experience  of  those  removed  from  the  Medicaid  rolls  by  OBRA.  This 
evidence  was  developed  from  a  special,  although  small  (n=  194  for  the 
entire  time  period) ,  sample  of  CPS  observations  on  individuals  who  were 
enrolled  in  Medicaid  in  an  initial  year  (e.g.,  198l),  but  who  had  lost 
their  Medicaid  eligibility  by  the  next  year  (e.g.,  1982).  (These 
longitudinal  data  files  were  constructed  by  taking  advantage  of  two 
facts:  (1)  nearly  all  CPS  families  are  interviewed  for  two  consecutive 
years,  and  (2)  observations  on  the  same  families  over  the  two  years  can  be 
linked  through  a  special  programming  routine;  see  Appendix  B  for  further 
discussion. ) 

For  this  group  of  newly  ineligible  persons,  Figure  8  reveals  the 
extent  of  private  group  health  insurance  coverage  for  the  second  year, 
that  is,  the  year  following  the  loss  of  Medicaid  eligibility.  These 
results  suggest  that,  prior  to  OBRA,  the  group  health  insurance  coverage 
rates  for  the  newly  ineligible  were  only  slightly  higher  than  that  for  the 
working  Medicaid  families  generally,  namely,  38  percent  as  compared  to  32 
percent.  In  contrast,  the  observations  for  1982,  the  post-OBRA  period, 
reveals    a    much  higher  coverage  rate  for  the  newly  ineligibly  (56  percent) 
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than    for    the    working    Medicaid    families     (31     percent).      In  fact,  this 
coverage    rate  for  the  newly  ineligible  group  looks  similar  to  the  coverage 
rate  for  the  low-income  contrast  group  (49  percent  in  1982). 
This  evidence  leads  to  the  following  conclusion: 

Among  those  families  rendered  ineligible  for  Medicaid  by  OBRA, 
aproximately  one-half  of  them  were  successful  in  replacing 
Medicaid  with  group  health  insurance,  while  the  remaining 
one-half  of  these  families  were  left  with  no  health  insurance 
coverage  at  all. 


Suggestions  for  Further  Research    ^-^  - 

*) 

Among  the  various  findings  reported  in  this  study,  there  are  two  in 
particular  that  merit  further  investigation.  The  first  suggestion  for 
further  research  arises  in  connection  with  the  finding  that  approximately 
one-half  of  those  families  rendered  ineligible  for  Medicaid  by  OBRA  were 
successful  in  replacing  Medicaid  with  group  health  insurance,  while  the 
remaining  one-half  of  these  families  were  left  with  no  health  insurance 
coverage  whatsoever.  (In  a  forthcoming  project  report  it  will  be  shown 
that  the  effects  of  the  OBRA  eligibility  changes  on  access  to  health  care 
by  the  newly  ineligible  differ  greatly,  depending  largely  upon  whether  or 
not  private  insurance  coverage  is  obtained.)  This  finding  leads  naturally 
to  the  following  question,  which  was  not  addressed  in  the  present  study 
and  has  not  been  addressed  in  previous  studies:  what  factors  determine 
whether  a  working  poor  or  near-poor  family,  newly  ineligible  for  Medicaid, 
obtains  group  health  insurance  or  not?  Are  there  systematic 
differences — for  instance,  by  race,  sex  of  the  household  head,  family 
structure,  educational  background — that  lead  workers  in  some  families  to 
obtain  employment  offering  some  form  of  group  health  insurance,  while 
causing  others  to  work  in  jobs  not  offering  such  fringe  benefits? 
Findings  from  this  investigation  would  permit  policymakers  to  better 
understand  whether  OBRA  (and  similar  future  changes)  distributed  insurance 
losses  evenly  across  major  subgroups,  or  whether  it  concentrated  them^ 
among  particular  types  of  former  Medicaid  recipients. 

Special  CPS  data  files,  which  contain  observations  linked  across 
adjacent    years    4a4--wiyrt51t-aee--ajfai4afe±e-at^  provide  an 
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excellent  opportunity  for  studying  this  issue  further.  These  data  files 
contain  detailed  demographic  and  economic  information  on  individuals  and 
their  families  (see  Appendix  B).  In  addition,  they  also  permit 
identification  of  families  who  were  enrolled  in  Medicaid  in  an  initial 
year  (e.g.,  in  1981)  but  who  were  ineligible  in  the  subsequent  year  (e.g., 
in  1982).  This  rich  source  of  data  will  permit  a  careful,  multivariate 
analysis  of  the  underlying  sources  of  variation  in  group  health  insurance 
coverage  among  those  newly  ineligible  for  Medicaid. 

The  second  suggestion  for  further  research  arises  in  connection  with 
the  finding  that  the  work  disincentive  in  OBRA  led  to  reductions  in  work 
effort  of  10-20  percent,  depending  upon  which  labor  supply  measure  is  used 
to  quantify  the  effect.  This  finding  will  be  a  controversial  one, 
especially  since  other  studies  (e.g.,  General  Accounting  Office,  1984; 
Research  Triangle  Institute,  1983)  found  no  significant j2edjictaims_jj^^work 
effort  as  a  result  of  OBRA.  Accordingly,  it  is  important  to  confirm  the 
robustness  of  this  finding  with  other  approaches  to  the  same  question. 

One  potentially  fruitful  approach  to  this  issue  would  be  to 
investigate  it  within  the  context  of  traditional  multivariate  models  of 
labor  supply,  and  especially  models  of  female  labor  supply,  given  the 
predominance  of  female-headed  households  in  the  AFDC/Medicaid  population. 
The  CPS  data  f  i  les  »^^aJAaaJrabie^at  syra«^i&e--yFHrvers4ty,-- of  fer  an  excellent 
source  of  individual-level  data  for  estimating  such  multivariate  models. 
The  importance  of  such  research  extends  well  beyond  its  immediate 
application  to  evaluating  OBRA  changes.  Policymakers  have  long  been 
concerned    about    whether  potential  loss  of  Medicaid  benefits  represents  an 
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extremely  strong  disincentive  for  AFDC  recipients  to  work  so  much  that 
they  might  become  ineligible  for  both  programs.  (This  is  commonly 
referred  to  as  the  Medicaid  "notch  effect.")  The  OBRA  changes  represent 
an  unusual  natural  experiment  through  which  such  behavior  can  be 
identified  and  quantified. 
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Appendix  A 

Detailed  Estimates  of  Income,  Employment,  and  Group  Health 
Insurance  Patterns  among  Medicaid  Families  and 
Low-Income  Control  Families,  1979-1982 

This  appendix  contains  the  detailed  estimates  of  income,  employment, 
and  group  health  insurance  patterns  upon  which  the  analysis  in  the  text  is 
based.  Table  A-1  presents  information  on  the  sample  sizes  for  the 
various,  narrowly  defined,  subpopulations.  The  detailed  statistical 
estimates  are  reported  in  Tables  A2-A13. 

The  income  estimates  are  presented  in  Tables  A2-A5.  The  employment 
results  are  shown  in  Tables  A6-A9.  The  findings  for  group  health 
insurance  are  contained  in  Tables  A10-A13- 
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Table  A-1 

CPS  Sample  Sizes  for  Various  Subpopulations ,  1979-1982 


Subpopulations  1979        1980        1981  1982 

Single-Parent  Families 

Medicaid  nonworking  families  receiving         1,060      1,178      1,252  1,312 
AFDC 

Medicaid  working  families  receiving  526         478         M38  335 

AFDC 

Medicaid  nonworking  families  not  72  75  83  129 

receiving  AFDC 

Medicaid  working  families  not  81  75  59  65 

receiving  AFDC 

Low-income  control  families  91 M         939         928  911 

Two-Parent  Families 


Medicaid  nonworking  families  receiving  126         155         125  183 
AFDC 

Medicaid  working  families  receiving  28^1         309         247  214 
AFDC  . 

Medicaid  nonworking  families  not  20           21           27  28 
receiving  AFDC 

Medicaid  working  families  not           '  '  125         102         111  112 
receiving  AFDC 

Low-income  control  families  2,328      2,325      2,044  2,122 


SOURCE:     Authors'     tabulations    from    the  March  Current  Population  Surveys, 
1980-1983. 


Table  A-2 


Income  Measures  for  Single-Parent  Medicaid  Families  Heceiving  AFDC 
Cash  Assistance  and  for  Non-Medicaid  Poor  and  Mear-Poor 
Single-Parent  Families,  1979-1982 


Family  Type  and 

Pre-OBRA 

Pre-OBRA 

OSRA 

Post-OBRA 

Income  Measure 

1979 

1  980 

1  ?3l 

1  982 

Income 

measures  in 

constant  1979 

doll ars 

(amount 

in  parentheses  in  current 

dollars) 

Medicaid  Families 

with  Little 

or  Mo  Labor 

Force  Partici 

oation 

Mean  family  income, 

3,909 

3,633 

3.278 

3.09a»*» 

all  sources 

(3.909) 

(4,123) 

(4,108) 

(4,120) 

Mean  family  earnings 

138 

122 

107«»» 

(  174) 

(  156) 

(  153) 

(  143)» 

Mean  cash  assistance 

3.267 

2,986 

2,718 

2,587*»» 

(3.267) 

(3.389) 

(3.406) 

(3,441 )»*» 

Percent  in  poor  or  near- 

99 

99 

99 

99 

poor  category 

Medicaid  Families 

with  Substantial  Labor 

Force  Particination 

Mean  family  income, 

8,7^6 

8.113 

7.564 

6,48l*»* 

all  sources 

(8,746) 

(9,213) 

(9.477) 

(3,620)* 

Mean  family  earnings 

5,733 

5,433 

5.053 

4, 131»»« 

(5,733) 

(6, 166) 

(6,333) 

(5,494)*» 

Mean  cash  assistance 

2,259 

2,041 

1  .756 

1 ,735*** 

(2,259) 

(2,317) 

(2,201 ) 

(2,375) 

74 

72 

72 

80*»* 

poor  category 

Low-Income  Non-Medicaid  F 

amilies  with  Substantial 

Labor  Force 

Participation 

Mean  family  income. 

6,294 

5.369 

5,576 

5,423*»» 

all  sources 

(6.294) 

(5.661 ) 

(6,987) 

(7,219)»»» 

Mean  family  earnings 

5,443 

5,018 

4,329 

4,745»»* 

(5.443) 

(5,695) 

(6,051) 

(6.311 )*»» 

Percent  in  poor  or  near- 

100 

100 

100 

100 

poor  category 

»The  1982  entry  is  significantly  different  from  the  1980  entry  at  the  90 
percent  level  of  confidence. 

*»The  1982  entry  is  significantly  different  from  the  1980  entry  at  the  95 
percent  level  of  confidence. 

»»*The  1982  entry  is  significantly  different  from  the  1980  entry  at  the  99 
percent  level  of  confidence. 

SOURCE:     Authors'   tabulations  from  the  March  C'urrent  Population  Survey. 


Table  A-3 


Income  Measures  for  Two-Parent  Medicaid  Families  Receiving  AFDC 
Cash  Assistance  and  for  Non-Medicaid  Poor  and  Near-Poor 
Two-Parent  Families,  1979-1982 


Family  Type  and 
Income  Measure 

Pre-OBRA 
1979 

Pre-OBRA 

1980 

OBRA 
1981 

Post-OBRA 
1  982 

Income 
(amount 

measures  in  constant  1979 
in  parentheses  in  current 

dollars 
dollars ) 

Medicaid  Families 

with  Little 

or  No  Labor 

Force  Participation 

Mean  family  income, 
all  sources 

5.623 
(5.623) 

5,611 
(6,369) 

5.648 
(7,077) 

5,217* 
(6,939)* 

Mean  family  earnings 

245 
(  2H5) 

229 
(  260) 

173 

(  216) 

166»* 
(     221  ) 

Mean  cash  assistance 

4,095 
(4,095) 

3,960 
(4,495) 

4,014 
(5,030) 

3,773 
(5,019)»» 

Percent  in  poor  or  near- 
poor  category 

99 

95 

96 

96 

Medicaid  Families 

with  Substantial  Labor 

Force  Particioation 

Mean  family  income, 
all  sources 

13,254 
(13,254) 

12.306 
(13.968) 

11 ,383 
(14.263) 

9,412*** 
(12.518)** 

Mean  family  earnings 

9.915 
(  9,915) 

9,065 
(10.238) 

8.370 
(10,488) 

6.585*** 
(  3,392)*** 

Mean  cash  assistance 

2,197 
(  2,197) 

2.152 
(  2.442) 

1  .770 
(  2,213) 

1 ,632*** 
(  2,170)* 

Percent  in  poor  or  near- 
poor  category 

53 

52 

54 

70»»» 

Low-Income  Non-Medicaid  Families  with 

Substantial 

Labor  Force 

Particioation 

Mean  family  income, 
all  sources 

8,713 
(8,718) 

8,059 
(9,147) 

7,695 
(9,642) 

7,333*** 
(9,753)*** 

Mean  family  earnings 

8,207 
(8,207) 

7.514 
(8,529) 

7,195 
(9,015) 

6,577*** 
(8,747)** 

Percent  in  poor  or  near- 
poor  category 

100 

100 

100 

100 

*The  1982  entry  is  significantly  different  from  the  1980  entry  at  tne  90 
percent  level  of  confidence. 

**The  1982  entry  is  significantly  different  from  the  1980  entry  at  the  95 
percent  level  of  confidence. 

***The  1982  entry  is  significantly  different  from  the  1980  entry  at  the  99 
percent  level  of  confidence. 

SOURCE:    Authors'   tabulations  from  the  March  Current  Population  Survey. 


Table  A-U 


Income  Measures  for  Single-Parent  Medicaid  Families  Not  Receiving  AFDC 
Cash  Assistance  and  for  Non-Medicaid  Poor  and  Near-Poor 
Single-Parent  Families,  1979-1982 


Fa-nily  Type  and                        Pre-OBRA        Pre-OBRA  OBRA  ?ost-OBRA 

Income  Measure  1979  1  930  I58l  1932 


Income  measures  in  constant  1979  dollars 
(anount  in  parentheses  in  current  dollars) 


Medicaid  Families  with  Little  or  No  Labor  Force  Participation^ 


Mean  family  income, 
all  sources 

Mean  family  earnings 


Percent  in  poor  or  near- 
poor  category 


Medicaid  Families  with  Substantial  Labor  Force  Particioation 


Mean  family  income,                   7,81 U  7,589  7,911  6,754 

all  sources                       (7,3l4)  (3,614)  (9,912)  (3,996) 

Mean  family  earnings                  6,232  6,105  6,547  5, "706 

(6,232)  (5,929)  (8.203)  (7,539) 

Percent  in  poor  or  near-               7'i  79  64  79 
poor  category 


Low-Income  Non-Medicaid  Families  with  Substantial  Labor  Force  Particioation 


Mean  family  income, 
all  sources 

6,294 
(6,294) 

5,869 
(6,661 ) 

5.576 
(6.987) 

5,  «23*»» 
(7.219)»»» 

Mean  family  earnings 

5,443 
(5,443) 

5,018 
(5,695) 

4,329 
(6.051 ) 

4.745»»» 
(6,311 )*»* 

Percent  in  poor  or  near- 

100 

100 

100 

100 

poor  category 


»**The  1982  entry  is  significantly  different  from  the  1930  entry  at  the  99 
percent  level  of  confidence. 

^■leans  and  proportions  for  this  group  were  not  reported  because  the  sample 
size  was  too  small  to  provide  reliable  estimates. 


SOURCE:    Authors'   tabulations  from  the  March  Current  Population  Survey. 


Table  A-5 


Income  Measures  for  Two-Parent  Medicaid  Families  Not  Receiving  AFDC 
Cash  Assistance  and  for  Non-Medicaid  Poor  and  Near-Poor 
Two-Parent  Families,  1979-1982 


Family  Type  and  Pre-OBRA  Pre-OBRA  OBRA  Post-OBRA 
Income  Measure  1979  1  980  1  981  1  982 


Income  measures  in  constant  1979  dollars 
(amount  in  parentheses  in  current  dollars) 


Medicaid  Families  with  Little  or  No  Labor  Force  Particination^ 


Mean  family  income, 
all  sources 

Mean  family  earnings 

Percent  in  poor  or  near- 
poor  category 


Medicaid  Families 

with  Substantial  Labor  ? 

orce  Partici 

nation 

Mean  family  income, 
all  sources 

13.526 
(13,526) 

13.427 
(15.240) 

1 1 ,748 
(14,721 ) 

10,989** 
(14,515) 

Mean  family  earnings 

n  ,869 
(11 ,869) 

11 .321 
(12,350) 

10,269 
(12,867) 

8,972** 
(11 ,932) 

Percent  in  poor  or  near- 
poor  category 

58 

49 

51 

66*** 

Low-Income  Non-Medicaid  Families  with 

Substantial 

Labor  Force 

Particioatioi 

Mean  family  income, 
all  sources 

8,718 
(8.718) 

8,059 
(9,147) 

7.695 
(9.642) 

7.333*** 
(9.753)**» 

Mean  family  earnings 

8,207 
(8,207) 

7,514 
(8,529) 

7.195 
(9,015) 

6,577*** 
(8,747)** 

Percent  in  poor  or  near- 

100 

ICQ 

100 

100 

poor  category 

*»The  1982  entry  is  significantly  different  from  the  1980  entry  at  the  95 
percent  level  of  confidence. 

»**The  1982  entry  is  significantly  different  from  the  1980  entry  at  the  99 
percent  level  of  confidence. 

^Means  and  proportions  for  this  group  were  not  reported  because  the  sample 
size  was  too  small  to  provide  reliable  estimates. 

SOURCE:    Authors'  tabulations  from  the  March  Current  Population  Survey. 


Table  A-6 


Employment  Measures  for  Single-Parent  Medicaid  Families  Receiving  AFDC 
Casti  Assistance  and  for  Non-Medicald  Poor  and  Near-Poor 
Single-Parent  Families,  1979-1982 


Family  Type  and  Pre-03RA  Pre-OBRA  OBRA  Post-OBRA 
Employment  Measure  1979  1  980  1  981  1  982 


Income  measures  in  constant  1979  dollars 
(amount  in  parentheses  in  current  dollars) 


Medicaid  Families  with  Little  or  No  Labor  Force  Particioation 


Percent  of  heads  20  18  17  15** 
with  earnings 

Annual  earnings  of  heads  637  542  598  5^6 

with  earnings  (    637)  (    615)  (    749)  (  726)** 

Mean  weeks  worked  by  heads  11.7  12.3  13.9  12.9 
with  earnings 

Percent  of  heads  employed^  9  9  10  7** 
(survey  week) 

Percent  of  families  8-7  5  5** 
with  2*  earners 

Annual  earnings  of  the  592  538  439  466 

other  earners  (     592)  (611)  (    550)  (  620) 


Medicaid  Families  with  Substantial  Labor  Force  Participation 

Percent  of  heads  QH                8H                 87  36 
with  earnings 

Annual  earnings  of  heads  4,738            4,264            4,066  3,583*** 

with  earnings  (4,733)          (4,340)          (5,095)  (4,765) 

Mean  weeks  worked  by  heads  36.4             35.4             35.6  32.1*** 
with  earnings 

Percent  of  heads  employed^  59                 59          '      52  i43»»» 
(survey  week) 

Percent  of  families  37                36                31  26*»» 
with  2+  earners 


Annual  earnings  of  4,737  5,197  4,787  3,983 

other  earners  (4,737)  (5,898)  (5,998)  (5.298) 


Table  A-6  (cont.) 


Family  Type  and  Pre-OBRA        Pre-OBRA  OBRA  Post-OBRA 

Smplovment  Measure  1979  1980  1981  1982 


Income  measures  in  constant  1979  dollars 
(amount  in  parentheses  in  current  dollars) 


Low-Income  Non-Medicaid  Families  with  Substantial  Labor  Force  Particioation 


Percent  of  heads  97  96  97  97 
with  earnings 

Annual  earnings  of  heads  5,098  4,700  4,531  4,524»» 

with  earnings  (5,098)  (5,33^)  (5,677)  (6,017)»»» 

Mean  weeks  worked  by  heads  41.3  42.2  42.3  41.7 
with  earnings 

Percent  of  heads  employed^  78  81  80  77** 
(survey  week) 

Percent  of  families  22  19  20  20 
with  2+  earners 

Annual  earnings  of  the  2,331  2,698  2,240  1,693*** 

other  earners  (2,331)  (3,062)  (2,807)  (2,251)*** 


*«The  1932  entry  is  significantly  different  from  the  1930  entry  at  tne  95 
percent  level  of  confidence. 

»**The  1982  entry  is  significantly  different  from  the  1980  entry  at  the  99 
percent  level  of  confidence. 


^he  March  CPS  asks  questions  both  about  current  employment  and  about 

employment  during  the  previous  calendar  year.    While  the  entries  in  all 
other  rows  of  this  table  are  for  the  calendar  year  shown  in  the 
respective  column  heading,  the  entries  in  this  row  are  for  the  survey 
week  during  March  of  the  following  year.    For  example,  the  entry  in  the 
1979  column  refers  to  the  percent  of  heads  employed  in  March  1980. 

SOURCE:    Authors'  tabulations  from  the  March  Current  Population  Survey. 


Table  A-7 


Employment  Measures  for  Two-Parent  Medicaid  Families  Receiving  AFDC 
Cash  Assistance  and  for  Mon-Medicaid  Poor  and  Near-Poor 
Two-Parent  Families,  1979-1982 


Family  Type  and  Pre-OBRA  Pre-OBRA  OBRA  Post-OBRA 
Employment  Measure  1979  1  980  1981  1  982 


Income  measures  in  constant  1979  dollars 
(amount  in  parentheses  in  current  dollars) 


Medicaid  Families  with  Little  or  No  Labor  Force  Participation 


Percent  of  heads  26 
with  earnings 

Annual  earnings  of  heads  510 

with  earnings  (610) 

Mean  weeks  worked  by  heads  11.4 
with  earnings 

Percent  of  heads  employed^  13 
(survey  week) 

Percent  of  families  1^ 
with  2+  earners 

Annual  earnings  of  the  603 

other  earners  (  603) 


21  13  19 

H93  ^53  "59 

(    559)  (    568)  (  610) 

11.1  6.0  13.0 

12  7  9 

23  22  17* 

559  499  477 

(     634)  (    625)  (  634) 


Medicaid  Families  with  Substantial  Labor  Force  Participation 

Percent  of  heads  85  86  85  83 
with  earnings 

Annual  earnings  of  heads  8,276  6,875  6,684  5,149»*» 

with  earnings  (8,276)  (7,803)  (8,375)  (6,848)*» 

Mean  weeks  worked  by  heads  37.4  34.1  34.3  32.1 
with  earnings 

Percent  of  heads  employed^  58  56  54  51 
(survey  week) 

Percent  of  families  60  60  63  63 
with  2+  earners 

Annual  earnings  of  4,831  5.332  4,l64  3.826*» 

other  earners  (4,831)  (6,052)  (5,218)  (5,089) 


Table  A-7  (cont.) 


Family  Type  and  Pre-OBRA       Pre-OBRA  OBFIA  Post-OBRA 

Emnlovraent  Measure  1979  i 980  1981  1982 


Income  measures  in  constant  1979  dollars 
(amount  in  parentheses  in  current  dollars) 


Low-Income  Non-Medicaid  Families  with  Substantial  Labor  Force  Participation 

Percent  of  heads  95  94  90»»» 
with  earnings 

Annual  earnings  of  heads  6,892  6, 31 4            5,949  5,393*** 

with  earnings  (6,892)  (7,167)         (7,'45'4)  (7,173) 

Mean  weeks  worked  by  heads  48.9  43.3             43,2  41 .2*** 
with  earnings 

Percent  of  heads  employed^  30  80                78  73*** 
(survey  week) 

Percent  of  families  53  53                53  54 
with  2*  earners 

Annual  earnings  of  the  2,953  2,856            2,332  2,996 

other  earners  (2,953)  (3.242)         (3.611)  (3.984)*»» 


*The  1982  entry  is  significantly  different  from  the  1980  entry  at  the  90 
percent  level  of  confidence. 

**The  1982  entry  is  significantly  different  from  the  1980  entry  at  the  95 
percent  level  of  confidence. 

***The  1982  entry  is  significantly  different  from  the  1980  entry  at  the  99 
percent  level  of  confidence. 

^The  March  CPS  asks  questions  both  about  current  employment  and  about 

employment  during  the  previous  calendar  year.    While  the  entries  in  all 
other  rows  of  this  table  are  for  the  calendar  year  shown  in  the 
respective  column  heading,  the  entries  in  this  row  are  for  the  survey 
week  during  March  of  the  following  year.    For  example,  the  entry  in  the 
1979  column  refers  to  the  percent  of  heads  employed  in  March  1980. 

SOURCE:    Authors'   tabulations  from  the  March  Current  Population  Survey. 


Table  A-3 


Employment  Measures  for  Single-Parent  Medicaid  Families  Not  Receiving  AFDC 
Cash  Assistance  and  for  Non-Medicaid  Poor  and  Near-Poor 
Single-Parent  Families,  1979-1982 


Family  Type  and  Pre-OBRA  Pre-OBRA  OBRA  Post-OBRA 
Employment  Measure  1979  1980  1981  1982 


Income  measures  in  constant  1979  dollars 
(amount  in  parentheses  in  current  dollars) 


Medicaid  Families  with  Little  or  No  Labor  Force  Partici nation'' 


Percent  of  heads 
with  earnings 

Annual  earnings  of  heads 
with  earnings 

Mean  weeks  worked  by  heads 
with  earnings 

Percent  of  heads  employed^ 
(survey  week) 

Percent  of  families 
with  2*  earners 

Annual  earnings  of  the 
other  earners 


Medicaid  Families  with  Substantial  Labor  Force  Participation 


Percent  of  heads  93  38  81  92 
with  earnings 

Annual  earnings  of  heads  5,^72  5.  150  5,763  '',335 

with  earnings  (5,^*72)  (5,345)  (7,221)  (6,430) 

Mean  weeks  worked  by  heads  38.1  40.5  UU.O  Hi. 6 
with  earnings 

Percent  of  heads  employed^  73  71  61  55** 
(survey  week) 

Percent  of  families  36  43  39  28»» 
with  2*  earners 

Annual  earnings  of  3, 244  3,719  4.784  4,462 

other  earners  (3,244)  (4,221)  (5,994)  (5,934) 


Table  A-3  (cont. ) 


Family  Type  and  Pre-OBRA       Pre-OBRA  OBRA  Post-OBRA 

E.UDloyment  Measure  1979  1980  1981  1982 


Income  measures  in  constant  1979  dollars 
(amount  in  parentheses  in  current  dollars) 


Low-Income  Mon-Medicaid  Families  with  Substantial  Labor  Force  Particioation 


Percent  of  heads  97  96  97  97 
with  earnings 

Annual  earnings  of  heads  5,098  4,700  4,531  4, 524** 

with  earnings  (5,098)  (5,334)  (5,677)  (6,017)»»» 

Mean  weeks  worked  by  heads  41  .3  42.2  42.3  '♦l  .7 
with  earnings 

Percent  of  heads  employed^  78  81  80  77** 
(survey  week) 

Percent  of  families  22  19  20  20 
with  2*  earners 

Annual  earnings  of  the  2,331  2,698  2,240  1,693*** 

other  earners  (2,331)  (3,062)  (2,307)  (2.251)*** 


**The  1982  entry  is  significantly  different  from  tne  1930  entry  at  the  95 
percent  level  of  confidence. 

**»The  1982  entry  is  significantly  different  from  the  1980  entry  at  the  99 
percent  level  of  confidence. 

^he  March  CPS  asks  questions  both  about  current  employment  and  about 

employment  during  the  previous  calendar  year.    While  the  entries  in  all 
other  rows  of  this  table  are  for  the  calendar  year  shown  in  the 
respective  column  heading,  the  entries  in  this  row  are  for  the  survey 
week  during  March  of  the  following  year.    For  example,  the  entry  in  the 
1979  column  refers  to  the  percent  of  heads  employed  in  March  1980. 

'^Means  and  proportions  for  this  group  were  not  reported  because  the  sample 
size  was  too  small  to  provide  reliable  estimates. 

SOURCE:    Authors'  tabulations  from  the  March  Current  Population  Survey. 


Table  A-9 


Employment  Measures  for  Two-Parent  Medicaid  Families  Not  Receiving  AFDC 
Cash  Assistance  and  for  Non-Medicaid  Poor  and  Near-Poor 
Two-Parent  Families,  1979-1982 


Family  Type  and  Pre-OBRA  Pre-OBRA  OBRA  Post-OBRA 
Employment  Measure  1979  1980  1981  1982 


Income  measures  In  constant  1979  dollars 
(amount  in  parentheses  in  current  dollars) 


Medicaid  Families  with  Little  or  No  Labor  Force  Particioation'' 


Percent  of  heads 

with  earnings 

Annual  earnings  of  heads 
with  earnings 

Mean  weeks  worked  by  heads 
with  earnings 

Percent  of  heads  employed^ 
(survey  week) 

Percent  of  families 
with  2+  earners 

Annual  earnings  of  the 
other  earners 


Medicaid  Families  with  Substantial  Labor  Force  Participation 

Percent  of  heads  88  81  89  83 
with  earnings 

Annual  earnings  of  heads  9,39'*  9,056  8,37'<  6,655*** 

with  earnings  (9.394)  (10,279)  (10,H92)  (8,351) 

Mean  weeks  worked  by  heads  ^43. 8  40.3  38.4  34.8*** 
with  earnings 

Percent  of  heads  employed^  67  66  68  61 
(survey  week) 

Percent  of  families  59  67  62  67 
with  2+  earners 

Annual  earnings  of  6,015  5,441  4,333  5.070 

other  earners  (6,015)  (6,176)  (5,430)  (6,743) 


Table  A-9  (cont.) 


Family  Type  and  Pre-OBRA  Pre-OBRA  OBRA  Post-OBRA 
Smployuient  Measure  1979  ^  930  1 98l  1  982 


Income  measures  in  constant  1979  dollars 
(amount  in  parentheses  in  current  dollars) 


Low-Income  Mon-Medicaid  Families  with  Substantial  Labor  Force  Participation 


Percent  of  heads  95  9'*  9^  90»*» 
with  earnings 

Annual  earnings  of  heads  6,892  6,31 5.9^*9  5,393*** 

with  earnings  (6,892)  (7,l67)  (7,454)  (7,173) 

Mean  weeks  worked  by  heads  48.9  43.3  43.2  41.2*** 
with  earnings 

Percent  of  heads  employed^  80  80  78  73#»» 
(survey  week) 

Percent  of  families  53  53  53  54 
with  2+  earners 

Annual  earnings  of  the  2,953  2,356    ■  2,382  2,996 

other  earners  (2,953)  (3,242)  (3.661)  (3,984)»»» 


***The  1982  entry  is  significantly  different  from  the  1980  entry  at  the  99 
percent  level  of  confidence. 

^he  March  CPS  asks  questions  both  about  current  employment  and  about 

employment  during  the  previous  calendar  year.    While  the  entries  In  all 

other  rows  of  this  table  are  for  the  calendar  year  shown  in  the 

respective  column  heading,  the  entries  in  this  row  are  for  the  survey 

week  during  March  of  the  following  year.    For  example,  the  entry  in  the 

1979  column  refers  to  the  percent  of  heads  employed  in  March  1980. 
• 

'^Means  and  proportions  for  this  group  were  not  reported  because  the  sample 
size  was  too  small  to  provide  reliable  estimates. 

SOURCE:    Authors'  tabulations  from  the  March  Current  Population  Survey. 
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Table  A-10 

Group  Health  Insurance  Coverage  Measures  for  Single-Parent  Medicaid 
Families  Receiving  AFDC  Cash  Assistance  and  for  Non-Medicaid 
Poor  and  Near-Poor  Single-Parent  Families,  1979-1982 


Family  Type  and  Group 
Health  Insurance  Measure 


Pre-OBRA  Pre-OBRA 
1979  1980 


OBRA 
1981 


Post-OBRA 
1982 


Measures  in  percent 


Medicaid  Families  with  Little  or  No  Labor  Force  Participation 


Family  heads  covered  by 

group  health  insurance 

Families  with  group  coverage  for 
both  heads  and  other  members 


Families  with  group-policy  premiums 
partially  or  fully  paid 
by  employers 


Medicaid  Families  with  Substantial  Labor  Force  Participation 


Family  heads  covered  by  31  32  35  31 

group  health  Insurance 

Families  with  group  coverage  for  22  21  22  20 

both  heads  and  other  members 

Families  with  group-policy  premiums  28  28  32  30 

partially  or  fully  paid 
by  employers 


Low-Income  Non-Medicaid  Families  with  Substantial  Labor  Force  Participation 

Family  heads  covered  by  53  50  52  49 

group  health  insurance 

Families  with  group  coverage  for  36  33  34  34 

both  heads  and  other  members 

Families  with  group-policy  premiums  45  45  47  44 

partially  or  fully  paid 
by  employers 

SOURCE:    Authors'  tabulations  from  the  March  Current  Population  Survey. 


Table  A-11 


Group  Health  Insurance  Coverage  Measures  for  Two-Parent  Medicaid 
Families  Receiving  AFDC  Cash  Assistance  and  for  Non-Medicaid 
Poor  and  Near-Poor  Two-Parent  Families,  1979-1982 


Family  Type  and  Group  Pre-OBRA    Pre-OBRA       OBRA  Post-OBRA 

Health  Insurance  Measure  1979  1980  1981  1982 


Measures  in  percent 
Medicaid  Families  with  Little  or  No  Labor  Force  Particioation 


Family  heads  covered  by       .  5  ■*  4  2 

group  health  insurance 

Families  with  group  coverage  for  3  3  2  2 

both  heads  and  other  members 

Families  with  group-policy  premiums  5  3  2 

partially  or  fully  paid 
by  employers 


Medicaid  Families  with  Substantial  Labor  Force  Participation 


Family  heads  covered  by  -47  49  49  32*«» 

group  health  insurance 

Families  with  group  coverage  for  42  43  40  28*** 

both  heads  and  other  members 

Families  with  group-policy  premiums  43  44  45  3i«»» 

partially  or  fully  paid 
by  employers 


Low-Income  Non-Medicaid  Families  with  Substantial  Labor  Force  Participation 

Family  heads  covered  by  48  47  45  n-\**» 

group  health  insurance 

Families  with  group  coverage  for  44  43  41  38*** 

both  heads  and  other  members 

Families  with  group-policy  premiums  41  43  42  37»»» 

partially  or  fully  paid 
by  employers 

*»*The  1982  entry  is  significantly  different  from  the  1980  entry  at  the  99 
percent  level  of  confidence. 

SOURCE:    Authors'  tabulations  from  the  March  Current  Population  Survey. 


Table  A-12 


Group  Health  Insurance  Coverage  Measures  for  Single-Parent  Medicaid 
Families  Not  Receiving  AFDC  Cash  Assistance  and  for  Non-Medicaid 
Poor  and  Near-Poor  Single-Parent  Families,  1979-1982 


Family  Type  and  Group  Pre-OBRA  Pre-OBRA  OBRA  Post-OBflA 
Health  Insurance  Measure  1979  1  980  1  981  1  962 

Measures  in  percent 

Medicaid  Families  with  Little  or  No  Labor  Force  Participation^ 


Family  heads  covered  by 

group  health  Insurance 

Families  with  group  coverage  for 
both  heads  and  other  members 

Families  with  group-policy  premiums 
partially  or  fully  paid 
by  employers 


Medicaid  Families  with  Substantial  Labor  Force  Particioation 


Family  heads  covered  by  32  2H  26  3^^ 

group  health  insurance 

Families  with  group  coverage  for  25  19  l6  25 

both  heads  and  other  members 

Families  with  group-policy  premiums  29  24  20  3** 

partially  or  fully  paid 
by  employers 


Low-Income  Non-Medicaid  Families  with  Substantial  Labor  Force  Participation 


Family  heads  covered  by  53  50  52  49 

group  health  insurance 

Families  with  group  coverage  for  36  33  34  34 

both  heads  and  other  members 

Families  with  group-policy  premiums  45  45  47  44 

partially  or  fully  paid 
by  employers 


^eans  and  proportions  for  this  group  were  not  reported  because  the  sample 
size  was  too  small  to  provide  reliable  estimates. 

SOURCE:    Authors'   tabulations  from  the  March  Current  Population  Survey. 


Table  A-13 

Group  Health  Insurance  Coverage  Measures  for  Two-Parent  Medicaid 
Families  Mot  Receiving  AFDC  Cash  Assistance  and  for  Non-Medicaid 
Poor  and  Near-Poor  Two-Parent  Families,  1979-1982 


Pre-OBRA    Pre-OBRA        OBRA  Post-OBRA 
1979  1  980  1981  1982 


Measures  in  percent 
Medicaid  Families  with  Little  or  fJo  Labor  Force  Particioation^ 


Family  Type  and  Group 
Health  Insurance  Measure 


Family  heads  covered  by 

group  health  Insurance 

Families  with  group  coverage  for 
both  heads  and  other  members 

Families  with  group-policy  premiums 
partially  or  fully  paid 
by  employers 


Medicaid  Families  with  Substantial  Labor  Force  Participation 


Family  heads  covered  by  ^Jt  51  27*** 

group  health  insurance 

Families  with  group  coverage  for  41  43  42  22*** 

both  heads  and  other  members 

Families  with  group-policy  premiums  36  48  43  24*** 

partially  or  fully  paid 
by  employers 


Low-Income  Non-Medicaid  Families  with  Substantial  Labor  Force  Participation 


Family  heads  covered  by  48  47  45  4i»»» 

group  health  insurance 

Families  with  group  coverage  for  44  43  41  38*** 

both  heads  and  other  members 

Families  with  group-policy  premiums  41  43  42  37*»» 

partially  or  fully  paid 
by  employers 

»**The  1982  entry  is  significantly  different  from  the  1980  entry  at  the  99 
percent  level  of  confidence. 

^eans  and  proportions  for  this  group  were  not  reported  because  the  sample 
size  was  too  small  to  provide  reliable  estimates. 

SOURCE:    Authors'   tabulations  from  the  March  Current  Population  Survey. 
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Appendix  B 

Technical  Description  of  the  March 
Current  Population  Survey 

The  Current  Population  Survey  (CPS)  is  a  household  sample  survey 
conducted  monthly  by  the  Bureau  of  the  Census  for  the  Bureau  of  Labor 
Statistics,  and  it  is  the  largest  continuing  intercensal  survey  of  the 
U.S.  population.  It  is  the  only  source  of  monthly  estimates  of  total 
employment  and  unemployment,  occupation  and  industry  of  workers,  number  of 
workers  classified  by  hours  worked,  earnings  of  workers,  and,  for  those 
not  in  the  labor  force,  past  work  experience  and  job  search  activities. 
The  CPS  is  also  a  comprehensive  source  of  information  on  the  personal 
characteristics  of  the  total  population,  including  family  structure  and 
place  of  residence;  demographic  characteristics  such  as  age,  race,  sex, 
and  marital  status;  measures  of  health  insurance  coverage  (both  public  and 
private);  and  participation  in  (and  where  applicable,  income  derived  from) 
pubicly  financed  transfer  programs  incuding,  though  not  limited  to. 
Medicaid,  AFDC,  SSI,  and  Medicare. 

All  CPS  files  are  structured  hierarchically,  each  household  record 
being  followed  by  a  variable  number  of  family  records,  which  are  in  turn 
followed  by  a  variable  number  of  person  records.  This  allows  data 
analysis  at  the  household,  family,  or  person  level,  depending  on  which 
unit  is  deemed  appropriate  for  a  particular  research  interest. 

The  March  CPS,  also  known  as  the  Annual  Demographic  File,  contains  all 
the  data  elements  described  above,  plus  supplemental  data  on  work 
experience,  income,  and  migration.  Data  contained  in  an  annual 
demographic    file    covers    the  calendar  year  prior  to  the  survey.     Thus  the 
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March  1980-1982  surveys  used  in  the  present  study  are  inclusive  of 
calendar  years  1979-1982. 

While  sample  sizes  vary  from  year  to  year,  the  four  March  surveys  used 
contain  73J95-80,^68  household  records,  6^1,593-70,871  family  records,  and 
162,635-181  ,i<88  person  records.  Survey  families  and  persons  are  given 
sample  weights  which  allow  estimates  of  characteristics  of  the  total 
civilian  nonstitutionalized  population  of  the  United  States. 

Half  of  the  households  (which  in  fact  are  addresses,  not  particular 
groups  of  persons)  are  sampled  in  two  adjacent  March  CPS  years,  making  the 
construction  of  two-year  longitudinal  files  possible.  While  theoretically 
allowing  for  a  50  percent  match  rate,  certain  problems,  notably  migrations 
to  and  from  households  during  the  intervening  year,  limit  the  match  rate 
to  about  70  percent  of  the  persons  appearing  in  resampled  households.  The 
resulting  two-year  longitudinal  files  that  are  approximately  one  third 
(.70  X  .50)  the  size  of  either  of  the  March  CPS  files  used  for  the  match. 
(For  a  complete  description  of  the  construction  and  use  of  matched  CPS 
data  files,  see  U.S.  Department  of  Labor,  Bureau  of  Labor  Statistics, 
"Using  the  Current  Population  Survey  as  a  Longitudinal  Data  Base",  August 
1980,  Report  608).  Three  such  two-year  files  were  constructed,  covering 
the  periods  1979-1980,  1980-1981,  and  1981-1982.  Analysis  of  these  files 
permits  observations  of  changes  experienced  by  the  same  persons  across 
pairs  of  years. 
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Appendix  C 

Medicaid  Eligibility  Determination  Processes 
before  and  after  OBRA 

by  Pamela  Walker 

The  flow  charts  presented  in  this  appendix  depict  selected  Medicaid 
eligibility  determination  processes  before  and  after  OBRA.  The 
descriptions  presented  are  general  ones.  Since  States  often  have  numerous 
options  in  structuring  their  individual  programs,  they  may  not  depict  the 
actual  eligibility  determination  processes  for  any  specific  State. 

These  flow  charts  reflect  all  the  important  steps  in  the  Medicaid 
eligibility  determination  processes,  not  just  those  altered  by  OBRA.  In 
order  to  highlight  the  OBRA  changes,  the  altered  provisions  are 
underlined. 

This  appendix  is  organized  in  the  following  way: 

Figure  C-1 :  The  Process  for  determining  eligibility  for  AFDC 
cash  assistance,  pre  and  post  OBRA; 

Figure  C-2:  Calculation  of  countable  income  for  AFDC  eligibility 
determination; 

Figure  C-3:  Medicaid  eligibility  determination  process  for 
AFDC-related  families  and  children;  and 

Figure  C-4:    Medically  Needy  eligibility  determination  process. 
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Cash  Assistance 


Pre-OBRA' 


Post-OBRA^ 


STAGE 


Oetermining  whether  a  family  falls  into  the  basic  eligibility  categories:  the 
"dependent  child  test" 


Step  1 :    Is  thi s  fami ly : 

.  a  single-parent  family^  (due 
to  death  of  either  parent  or 
continued  absence  from  the  home 
of  either  parent),  or 

.  a  two-parent  family  in  which 
either  parent  is  incapacitated, 
or 

.  a  two-parent  family  in  which 
either  parent  is  unemoloyedS 
(optional  provision  used  in 
26  states  in  19S0)  ? 


Yes 


No 


I 


Step  2:    Does  the  child  (or  child- 
ren) live  with  a  parent  or 
caretaker  relative'-'  in  a  hon« 
(ram'iained  as  the  child's  own 
hone ' ? 


Yes 


No 


Family  fails  to 
satisfy  basic 
el  igioi 1 ity 
cri  teria: 


Not  el igible  for 
AFCC  C3Sh 
ass  1  stance 


Continue  Stage  1  on  next  page 


Step 


Is  this  family: 


a  single  parent  family3  (due 
to  death  of  either  parent  or 
continued  absence  from  the  home 
of  either  parent) ,  or 

a  two-parent  family  in  which 
either  parent  is  incapacitated 
or 

a  two-parent  family  in  which 
the  princi pal  nane  earner-^  i  s 
uner-nloyed:  lODtional  provision 
used  in  22  states  in  19S2)  ? 


Yes 


Step  2:    Does  the  child  (or  child- 
ren) live  with  3  parent  or 
caretaker  re^ative^  in  a  home 
maintained  as  the  child's  own 
hcie'? 


No 


Yes 


1. 


NOTES: 


1 


This  figure  provides  a  general  description  of  the  eligibility  determination  process  for  Aid  to  Families 
with  Dependent  Children  (Title  IV-A  of  tne  Social  Security  Act);  but  because  of  the  m.any  program  oDtions 
available  to  states,  it  does  not  depict  the  actual  eligibility  or  payment  determination  for  any  specific  state. 

Underlining  denotes  revisions  in  AFOC  eligibility  determination  made  by  the  Omnibus  Reconciliation  Act 
of  1981.    The  post-OBRA  column  represents  the  determination  process  in  effect  t.'ctober  1981.     It  dv^es  not 
include  changes  enacted  after  this  date.    When  references  are  made  in  this  document  to  nui'.bers  of  states 
which  have  adopted  various  program  options,  "states"  refers  to  the  50  states  and  the  District  of  Colur.oia. 

The  determination  of  whether  a  child  is  in  a  single-parent  family  is  based  on  consideration  of  the  child's 
natural  or  adoptive  parent,  or  a  stepoarcnt  who  is  niarnod  to  the  child's  natural  or  adoptive  narent  and 
is  legally  obligated  to  support  the  child.    The  presence  in  the  honie  of  a  "substitute  parent"  or  a  "man- 
in-the-house"  is  not  an  acceptable  basis  for  determining  the  child  to  be  ineligible. 

The  principal  wage  earner  is  whichever  parent,  in  a  home  in  which  both  parents  of  a  child  are  living, 
earned  the  greater  amount  of  incoi!:e  in  the  24-month  period  precedinn  application  for  aid. 

To  gualify  as  unemoloyed,  an  individual  must  have  been  enploved  fewer  than  100  hours  a  month.    Hours  of 
employment  may  exceed  this  number  if  work  was  intermittent  and  the  excess  was  of  a  temporary  natui'e. 


"Caretaker  relatives"  with  whom  a  child  may  be  living  are:    mother,  father,  grandmother,  grandfather, 
sister,  brother,  stepr.other,  stepfather,  stepsister,  stepbrother,  aunt,  uncle,  first  cousin,  niece,  and 
nephew.     Relatives  with  whom  a  child  may  bo  living  "as  interpreted"  by  federal  regulation  include,  in 
addition  to  the  people  already  mentioned,  persons  of  nreceding  nenerations  as  denoted  by  prefixes  of 
grand,  great,  or  great-great,  persons  wno  legally  adopt  children,  and  spouses  of  any  of  these  persons 
even  if  the  marriage  is  terminated  by  death  or  divorce. 


A  child  mjy  also  live  in  a  foster  family  home  or  a  private  child  care  Institution. 


Figure  C-1 ,  page  2 
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Pre-OBRA 


Post-OBRA 


Continued  from  Stage  1  on  previous  page 


Step  3:    Is  this  child: 

.  less  than  age  18,  or 

.  an  unborn  child  (optional  pro- 
vision used  in  34  states  in 
1530.  or 

.  less  than  age  19,  or  less  than 
20  or  2\ ,  depending  on  state's 
choice,  and  a  full-tine  stu- 
dent in  a  secondary,  vocational 
or  technical  school,  or  a 
col  lege  (optional  provision 
used  Tn  38  states  in  1980)? 


Yes 


No 


Family  fails  to 
satisfy  basic 
el  igibil ity 
cri  teria : 

Not  eligible  for 
AFDC  cash 
assistance 


jStep  3:    Is  this  child: 

I  .  less  than  age  18,  or 

i 

•  .  ( An  uiiaorn  child  'nav  not  be 

I  cor:i(1efed  a  depcnjent  child*^) 


less  than  age  19  (the  1ess- 
than-20-or-2 1  option  was  el  im- 
inated)  and  a  rjll-tir.ie  student 
in  secondary,  vocational  or 
technical  school  5,  hut  ex- 
c  1  ^dj n _cj3_l  le^e  attenoees 
foptional  provision  used  in 
37  states  in  ]9ZZ)1 


No 


Yes 


ST.'.': 


Oeterrining  which  family  members  are  to  be  included  in  the  AFDC  case:    the  "case  comnosition  test" 


I 

Step  4:    Considering  each  family 
I      member  in  turn,  does  the  per- 
I      son  satisfy  the  requ i re'-ents 
I      for  being  included  in  the  AFDC 
'  case? 

.  dependent  child 

.one  parent  or  caretaker  rela- 
tive 

.  pregnant  wor.an  with  no  other 
dependent  cniloren,  but  not 
e arlier  than  t>'e  ti r,e  r 
prO';;n-jnc/  is  i"ccicaliv  vori - 
fj'.'d  ioi;tion  used  in  34  states 
inT980) 

.  the  spouse  of  the  parent  with 
whom  the  child  is  living  if 
one  parent  of  at  least  one 
dependent  child  is  incapaci- 
tated or  (if  a  state  elects  to 
include  such  families)  is  an 
eligiple  une-'ptoved  parent 
(49  states  included  the  sPOuse 
of  the  parent  with  whon  the 
child  IS  living  in  19C0)  10 

.  other  needy  persons  deemed  to 
be  essential  to  the  well-being 
of  tne  child  (option  used  in 
25  states  in  1980)? 


Yes 


No 


These  family 
members  fail 

the  case 
composition 
test: 

Not  el igible  for 
inclusion  in  the 
AFDC  case 


± 


Step  4:    Considering  each  family 
rember  in  turn,  does  the  per- 
son satisfy  the  requirements 
for  being  included  in  the  AFDC 
case? 

.  dependent  child 

.  one  parent  or  caretaker  rela- 
tive 

.  pregnant  woman  with  no  other 
deL^endent  chilaren.  hut  not 
ear!  ler  than  the  s i »th  '"onth 

0^  Jl  is  ^IS-  i!  'J       JJJ  -  a  -'rf  g- 
n,inc_^  Topt-ion  used  in  29 
states  in  1982) 

.  the  spouse  of  the  parent  with 
whom  the  child  is  living  if 
one  parent  of  at  least  one 
dependent  child  is  incapaci- 
tated or  (if  a  state  elects  to 
include  such  families)  is  an 
eligible  unemployed  parent 
(49  states  included  the  spouse 
of  the  parent  v/ith  whon  the 
child  is  1 iving  in  19E2) 

.  other  needy  persons  deemed  to 
be  essential  to  the  well-oeing 
of  the  child  (option  used  in 
25  states  in  1980)? 


No 


Yes 


Continue  to  Stage  3  on  next  page 


NOTES: 

^  Although  an  unborn  child  does  not  qualify  as  a  dependent  child,  a  pregnant  woman  with  no  other  dependent 
children  is  nonetheless  eligible  under  some  circumstances.    See  Stage  2,  "The  Case  Comoosition  Test." 

^  The  student  must  reasonably  be  expected  to  complete  the  program  of  study  before  reaching  the  age  of  nine- 
teen or  during  the  month  of  his  or  her  nineteenth  birthday. 

In  1980,  26  of  these  49  states  included  an  eligible  unemployed  parent  in  the  case.  In  1982.  22  of  these 
48  states  included  an  eligible  unemployed  parent  in  the  case. 


Pre-OBRA 


Figure  C-1 ,  page  3 
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Continued  from  Stage  2  on  previous  paoe 


STAGE  3:    Determining  wnether  the  case  satisfies  the  state's  resource  or  asset  test 


Step  5:  Is  the  value  of  the  re- 
sources (or  assets)  available 
to  the  case: 

•  1gss  than  S2.000  (or  lower  at 
state  aiscretion), 

.  excluding  the  value  of  a  hone. 

autor.obile  (at  state  nptmn), 
personal  affects,  and  inconie- 
prnducing  property? 


Yes 


No 


-> 


The  case  fails 
the  asset  test: 

Not  eligible  for 
AFDC  cash 
assistance 


Step  5:  Is  the  value  of  the  re- 
sources (or  assets)  available 
to  the  case: 

.  less  than  SI  .000  (or  lov.er  at 
state  discretion), 

.  excluding  the  value  of  a  hone, 
autoTiopile  (linited  to  SI. SCO 
equity  value;,  personal  affects, 
and  1  ncor.e- !>roduc  1  pg  prop^rt v 
wnicn  is  usoj  fc  sel  r -?r.si  r, /- 
n'ont  ? 


No 


Yes 


STAGl  4:    Oeternining  whether  the  case  satisfies  the  total  incor^e  tost 


'  Steo  6:  ('lot  apnl  icab^e  to  the  ' 
,       pre-OSRA  period  as  no  1  mu 


wa- 


irnose.-j  on  tne  case's 


total  mcan.e.  , 


Yes 


The  case  fails 
the  total  incore 
test: 

Not  el igible  for 
AFCC  cash 
assistance 


Step  6:  Is  total  case  income  less 
than  150  De'":e''.t  of  state's 
neea  stancaro.'  H 


Total   incQi'e  includos: 

•  gamed  incor:e 

•  all  otnor  ca sn  mcorre 

.  in-Kind  assistance  'in  sc~e 
st.itesl 


(For  additional  det 
Fi.;;;re  C"^T~) 


No 


Yes 


STAGE  5:    Determining  whether  the  case  meets  the  state's  need  standard 


V 


Step  7:    Does  the  countable  income 
for  the  case  fall  duIow  the 
applicable  need  standard?  "  >12 

(See  FigureC-2  '^or  details  on 
the  definition  of  countable 
income. ) 


Yes 


No 


The  case  fails 
the  need  test: 

Not  el igible  for 
AFDC  cash 
assistance 


N/ 


Step  7:    Does  total  case  inccirie, 
less  wort,  expenses  and  cii  1  d 
care  expenses,  rail  ceiow  tine 
applicable  need  standard?  11,12 

(For  a  discussion  of  the  de- 
tails of  the  post-OBRA  procedure 
for  calculating  total  case 
incor,:e,  see  FiguroC-2.) 


No 


Yes 


± 


Continue  to  Stage  6  on  next  page 


NOTES: 

1'  In  determining  need,  states  must  take  into  account  the  Income  and  resources  of  any  child  or  relative 
claiming  AFDC,  or  any  individual  living  in  the  nousenold  with  the  child  and  relative  who  is  considered 
to  be  essential  to  the  well-being  of  the  child. 

12  The  need  standard  is  a  statewide  standard,  expressed  in  money  amounts,  which  is  used  in  determining 
the  need  of  applicants  and  recipients. 
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Pre-OBRA 


Post-GBRA 


Continued  from  Staqe  5  on  previous  page 


STAGE  6:    Determining  the  monthly  cash  assistance  paynent,  1f  any 


Step  8:     Is  the  countable  income  for 
the  case  less  than  the  state's 
payment  standard?'^  (The  benefit 
equals  the  difference  between 
the  payment  standard  and  count- 
able income,  and  i  s  pa  id  even 
when  close  to  :ero. ] 


I 


Yes 


No 


The  family  fails 
the  payment  test: 

Not  el igible  for 
AFDC  cash 
ass  i  stance 


Step  8:     Is  the  countable  income  for 
the  case  less  than  the  state's 
payment  stanaard?'-'    (The  benefit 
equals  the  dif'erence  between 
the  payment  standard  and  count- 
able income,  alt^cu'jn  no  pjynent 
may  he  irade  in  an  ar.Punt  Ifss 
than  SIO.  ! 


No 


Yes 


STAGE  7:    Determinin'5  eligibility  for  fledicaid  benefits 


Step  9:    Members  of  the  case  are 
autorr.atica  1 1  y  eligible  for 
Medicaid. 


Step  9:    Members  of  the  case  are 
automatically  eligible  for 
lledica  Id.  14 


NOTES: 

There  is  no  reauirement  that  a  state  pay  the  full  amount  of  need  as  determined  by  the  difference  be- 
tween the  need  stand.ird  and  countable  incoi.io.    The  oavu'ent  standard  mav  be  determined  by  aopl/ing  a 
percentace  or  "ratable"  reduction  to  the  need  standard,  or  to  the  difference  cetwecn  ccurtasle  income 
and  the  need  standard.    Payi'lonts  doterMinod  in  this  manner  may  oe  further  limited  by  imccsinn  a  i;.axi- 
mum  on  the  assistance  payrwnt  to  a  fan.ily  of  a  given  size.    (-IS  C.F.R.  233.20  (2)  (1983)) 

14 

With  the  exception  of  Arizona  which  had  no  Medicaid  program. 
SOURCES: 

42  C.F.R.  II  435.1-435.1011  (1983) 

42  C.F.R.  II  233.10-233.217  (1983) 

42  U.S.C.S.  II  601-507  (Law.  Coop.  1973) 

42  U.S.C.S.  II  601-607  (Law.  Coop.  1984) 

Clinkscale.  R.,  et  al.:  "Analysis  of  State  Medicaid  Program  Characteristics,  1982.  Contract  flo.  5^0- 
81-0040,  Office  of  Research  and  Demnnstrjcion,  Health  Care  Financing  Administration.  Rockville,  Mary- 
land, La  Jolla  Management  Corporation,  1082. 

Personal  communication  with  Wilbur  A.  Weder,  Division  of  Research,  Evaluation,  and  Statistics, 

Office  of  Policy  and  Evaluation,  Office  of  Family  Assistance.  Social  Security  Administration, 
September  1984. 

U.S..  Department  of  Health  and  Human  Services,  Social  Security  Administration.  Office  of  Family 
Assistance,  Research  Tables  Based  on  ChAricicnit211.S>Ll^Jl2.Pl3P''  for  Aid  to  Fami  1  ,e;  wi th 
nonpn^^nr  f.h'ildrpr:    El'mTiTintY.  Assistance.  AA:nnistracion.  19CI,  1982,  and  1^33  editions. 
5iA  f'uD.  No.  bO-0l;0O5^ 
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Pre-OBRA 


Post-ODRA 


Step  1:    Calculation  of  Total  Income 


Calculate  total  income  which  includes 
unearned  i  ncoire  and  earned  intoine. 


Unearned  income  includes: 

.  unearned  cash  income 
(e.g. ,  OASOI ,  veter- 
an's benefits,  other 
pensions,  contribu- 
tions from  other  per- 
sons)' •  '^•3 

.  in-kind  assistance* 
(counting  of  housing 
subsidies  is  not  ex- 
pl  icTtly  DrohiLMted, 
but  countirg  of  food 
StaT'^s  IS  prcmp'.ted) 

.  stepparent's  incor.eS 
if  tnore  is  a  sup,">:rt 
law  of  r:pnerj1  jppli- 
caDi  1  uy 

.  (No  prov'sion  dealing 
spec  1  f  i  ':3 11  ■/  wit?' 
tr°3t~<?p:  of  I'jrp  Sun 
pa  yr  e  n  t  s ')  2 


GO  TO  fiEXT  STEP 


Calculate  total  income  which  includes 
unearned  income  and  earned  income. 


:Earned  income  includes: 

\.  earnings  of  all  indi- 
j    viduals  in  the  case, 

and  Earned  Income  Tax 
f    Credit  (EITC)^  when 
i    it  is  received. 


GO  TO  NEXT  STEP 


Unearned  incone  includes::  ,Ea-ned  income  includes: 


unearned  cash  income 
(e.g. ,  OASDI ,  veter- 
an's benefits,  other 
pensions,  contribu- 
tions from  other  per- 
sons)!.2. 3 

in-kind  assistance* 

(coi/ntinn  of  ^onsina 
'•■ubsiaies  ana  fond 
stai-:r:s  15  e.'nl  icitly 
per-r;:i  tted  ) 


Stepparent's  income^ 
whetror  or  not  there 


earnings  of  all  indi- 
viduals in  the  case, 
and  Earned  Incor^  Tax 
Credit  (EITC)y  .vne- 
ther  or  not  it  is 
recei  .cd. ' 


gririsrj j  jpp  ;  i  cjn  i  I  i  ty^ 

lump  suni  payrents  are 
consice''C'3  to  pe  in- 
CQT.e  in  the  "ontr.  re- 
ce  1  veo  £n d_  ;  i  t ne 
nuii.Der  or  i-onfis 
thO''sa''tar  wnicr  is 
equai  to  tctai  inc^ne 
in  that  nontn  diviJed 


by  the  need  '"■tanaara 
GO  TO  NEXT  STEP 


GO  TO  NEXT  STEP 


Continue  to  Step  2  on  next  paae 


NOTES: 

^  This  figure  provides  a  general  description  of  the  calculation  of  countable  income,  but  does  not  depict  the 
actual  proceoure  'or  any  specific  state.    Underlining  in  this  figure  denotes  revisions  in  the  process  for 
calculating  countable  incow  made  by  the  Omnibus  Reconciliation  Act  of  1981. 

^  The  applicant  or  recipient  is  required  to  apply  for  all  possible  sources  of  income  for  which  he  or  she  nay 
be  eligible  (e.g.,  annuities,  pensions,  worKinen's  con'pensation). 

3  Unenployment  compensation  received  by  a  principal  wane  earner  is  subtracted  from  the  AFOC  assistance  pay- 
ment after  the  payment  has  been  determined,  and  is  not  included  in  the  calculation  of  total  inconie. 

*  A  person  receiving  Supplemental  Security  Income  (SSI)  cannot  be  counted  as  a  menber  of  the  AFDC  case,  and 
his  or  her  income  cannot  be  counted  as  available  to  the  case. 

5  Host  states  ignore  all  forms  of  in-kind  assistance  (which  can  include  anything  from  housing  subsidies  to 
the  donation  of  a  refrigerator).    For  example,  in  1982,  althouqh  OBRA  explicitly    permitted  counting  of 
housing  subsidies  and  food  stamps,  no  states  counted  food  stairps  and  only  Oregon  counted  housing  subsidies. 

6  Pre-OBRA,  stepparent's  income  was  considered  a  potential  source  of  income  for  intact  families  only  (that  is, 
families  with  an  unemployed  parent,  or  families  in  which  one  parent  was  incapacitated). 

7  Certain  deductions  are  subtracted  from  the  stepparent's  income  before  it  is  added  to  the  income  of  the  case. 

8  State  law  of  general  applicability  requires  stepparents  to  support  stepchildren  to  the  same  extent  that 
natural  or  adoptive  parents  are  required  to  support  their  children. 

5  Pre-OERA,  states  were  permitted  discretion  in  the  treatment  of  windfall  amounts.    For  example,  they  could 
choose  to  treat  these  amounts  as  either  earned  or  "s  unearned  income,  th»v  could  count  less  fan  the  full 
amount  as  income,  or  they  could  permit  a  grace  period  before  counting  the  windfall  as  income  in  order  to 
give  families  the  opportunity  to  spend  it. 

I^EITC  is  a  cash  income  supplement  provided  to  earners  whose  incomes  are  below  $10,003  per  year.    A  person 
can  receive  the  credit  in  a  single  payment  at  the  end  of  the  year,  or  the  person  may  file  an  elioibility 
certificate  with  his  or  her  employer  in  order  to  receive  advance  payment  of  the  credit  with  his  or  ner 
paycheck. 

If  an  individual  applies  for  monthly  payments,  but  his  or  her  employer  refuses  to  issue  them,  EITC  is  not 
counted  until  it  is  received. 
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Pre-OBRA 


Post-OCRA 


Continued  from  Step  1  on  previous  paqe 


Step  2:    Calculation  of  Adjusted  Total  Incone 


ii 


Total  unearned  incone 
(as  calculated 
on  previous  cage) 


v 


This  an^ount  is  total 
unearned  income. 


Total  earned  income 

(as  calculated 
on  previous  paqe) 

Has  this  person  received 
AFDC  cash  assistance  in 
at  least  one  of  the  past 
four  months? 


Total  unearned  income 
(as  calculated 
on  previous  page) 


Yes 


Subtract  all  of  the 
earnings  of  each 
dL'oendont  child  who 
is  attending  school 
ful  1  - 1 iii.e  or  mio  i s 
attending  school 
part-tiro  Out  is 
not  emoloyed  ful 1  - 
tiiiie.ll 

Subtract  from  the 
earn i nn s  or  tne 
case  SjO  p  I  us  "one- 
th  irc  pr  re'  aii'in g 


No 


eart;  1  nqs . 


Subtract  fron  the 
earnings  of  each 
employed  w.orl(or  in 
the  case  a1 1  ex- 
pense s  reaso r.ar>1  y 
a ttr  1  but Jl:  1 1^  to  the 
earning  of  income. 

Wori'  er pens es  in- 
'Denscs 


c I  nan  a i 
atrn  cutatii 

work- 

or  a  c I  I d  or  i n - 


_   I  a  red  C3re 

C'mIc 


c a naci rated  jdul t 
i1dr-"njen  t  care") . 


This  amount  is  adjusted 
earned  income. 


This  amount  is  total 
unearned  income. 


Total  earned  incone 

(as  calculated 
on  previous  pane 

tias  this  person  received 
AFDC  cash  assistance  in 
at  least  one  of  the  past 
four  r.onths? 


Yes 


Subtract  all  of  the 
earninos  of  each 
dependent  cm  Id  who 
is  attending  school 
f  u  1 1  - 1  i.'iie  or  wno  i  s 
attending  school 
part-tine  but  is 
not  employed  ful 1  - 
tine. 

(Th''s  aspect  of 


nas  rcen 

ei  i- 

mated,  bee 

st;;? 

:  OelPw  ror 

pes: 

-.■iirt"  tr"-:'^t- 

men: 

ct  i3J  i'ius 

on-?- 

'niTj  or"  eirn 

ceOdCticn. i 

Subtract  fror,  the 
earninns  of  eacn 
employed  v.orker  in 
the  case  ?75  'or 
less  for  r>ort-tii:ie 


e.'"L  I  oyr  qnt") . 


Subtract  'rem  the 


•3  uo  to 


oer  ch  i  1  .i  or 


1  r capacitated  adult 
Tc"i-  i e £ s  ror  nart- 


tii'i 


^nt  i  . 


v 


This  amount  (total  unearned  income 
plus  adjusted  earned  income)  equals 
adjusted  total  income. 

GO  TO  KEXT  STEP 


This  amount  (total  unearned  income 
plus  adjusted  earned  income)  equals 
adjusted  total  income. 

GO  TO  NEXT  STEP 


No 


No 

\ 

This  amount  is  adjusted 
earned  income. 

.V  vt 

Continue  to  Step  3  on  next  pane 


NOTES: 

12  If  a    child  saves  his  or  her  earnings,  they  must  be  considered  to  be  a  resource  available  to  the  case 
unless  a  state's  AFCC  plan  specifically  permits  some  of  the  case's  incotr«  to  he  set  aside  for  the  future 
needs  of  the  child. 
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Pre-OBRA  Post-CDRA 


Continued  from  Steo  2  on  previous  page 


Step  3:    Calculation  of  Countable  Income 


/ 


■4^ 


V 


Ci  net  subtrar;: 

tn  'J/!  _nf 
'"£.'''2J  nr.er  from 
tnT-.  r,-rr;or's 

P3  'T  1  r  ;-^  : 

TQtflj  tn(;(T;;2_J3 

tno  dr|_5i;nt5 
ini.'icjrrci  in 
Sti-i'  J  in 
ajtQi-.-iinin^ 
CS'iniiLiL; 
i  nc'ins . 


Cons  i  lerinr)  eac'l  w^ae_ei_rrpr 
i"  'ng  C3;e.  nas  tne  earner 
rj ce  1  ^;_ea     C.C _ c e ne_x i ts  in  jt 
is^st'one  of  the  pas':  fc^ 
montns? 


Has  J20  pi  LiS_  OP^-tTT-c!  of  tne 

tns  person's  ea-rir^s  -nr-  •'-■wer 
than  'Qi.ir  crP55Cu:ivi. 
.-.rile  t^'S  pe'"son  ras  ^ee"" 


From  tne  eafnirr;;  if  eacjiwaoe 


tr__'  

es_  '::ir'j ..i-..''^':^L  -c^'^-- 

Once  '-e  'Our  -"/r-'    '  Tr 


nr 


jre 


;srj^4:; r'-'"'n;.  nave  jia^ -ij 

Cjrino  rtnicn  t'"e  tne  p^f'son  p^j 


THIS  RESULT  IS  COl'T'BLE  INCOME. 
A  KEY  ITEM  IN  THE  ELir,IGlLlTY  Dt*EP.MI,';ATIO:i  PROCESS 
DESCRISED  IN  Fir,ij!?E  C-1 


SOURCES: 

42  C.F.R.  II  435. 1-J35. 1011  (1983) 
42  C.F.R.  11  233.10-233.217  (1933) 
42  U.S.C.S.  11  601-607  (Law.  Coop  1973) 
42  U.S.C.S.  1!  601-607  (Law.  Coop  1934) 

Personal  cornunication  with  Wilbur  A  l/eder.  Division  of  Research,  Evaluation,  and  Statistics,  Office  of 
Policy  and  Evaluation,  Office  of  Family  Assistance,  Social  Security  Atwinistration. 

U.S.,  Department  of  Health  and  Human  Services,  Social  Security  Ad'iinistration,  Office  of  Family  Assistance, 
Research  Tables  Based  on  Characteristics  of  State  Plans  for  Aid  to  Fanilies  with  Dependent  Children: 
Eligibility,  Assistance,  Ad.ninistration,  1981  ,  1982  and  1QR3  editions,  SSA  Pub.  No.  80-08005. 
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FigureC-3 

Medicaid  Eligibility  Determination  Process  for  AFDC-related  Families  and  Children 


Is  this  individual  categorically 
needy,  that  is: 

.  financially  eligible  for  AFOC 
cash  assistance,  and  eligible 
as  a  ireri'Der  of  a  family  with 
dependent  cnildren  deprived  of 
the  Support  ot  at  least  one 
parent,  or 

.  financially  eligible  for  AFDC 
cash  assistance,  but  ineligible 
because  of  certain  other  re- 
quirements (see  below)? 


No 


Yes 


Is  this  person  receiving  AFDC  cash 
assistance?  2,3 


No 


This  person  does  not  qualify  for 
Medicaid  as  an  AFDC  cash  assistance 
recipient,  but  ray  qualify  for  cov- 
eraoe  under  a  state  redically  needy 
pronram  as  a  cater^on  ca  1 1  v-re  1  a  ted 
individual  with  too  mucn  incoi'^e  to 
be  eliijihle  for  cash  assistance, 
but  not  enouan  to  cover  r^edical 
expenses,  especially  suDstanf.al 
ones . 


Yes 


Was  this  person  denied  AFDC  because 
tue  cash  cayrsnt  would  have  been 
less  than  SIO? 

ORRA  prohibited  oavr^nts  to  eligi- 
b  1 1.-  f  ai:!i  lies  in  .•uroun  is  1  ess  t  na_n 
S  n ,  t)ut  roqn  ii'ei  states  to  prov  i  de_ 
f-'ou  1  ca  Id  coverano . 


No 


Yes 


Mandatory  coverage  groups: 

Per^cn  IS  el igible  'or 
Medicaid,  ana  states  are 
required  to  provice  coverage 


'62  percent  of  all  Medicaid 
recipients  in  1932) 


Continue  on  next  page 


NOTES: 


1 


This  figure  depicts  Medicaid  (Title  XIX  of  the  Social  Security  Act)  eligibility  determination  for  AFDC- 
related  families  and  children  effective  Octooer  1931.    Underlining  denotes  revisions  in  Medicaid  eligi- 
bility determination  nade  by  the  i}mnibus  Reconciliation  Act  of  1931.    Changes  in  eligibility  di'termina- 
tion  whicn  occurred  after  this  date  are  not  included  here.    When  references  are  m.ic!c  in  tms  figure  to 
nun-.bers  of  States  which  provide  r:edicaid  coverage  to  various  groups  of  individuals,  "states"  refers  to 
49  states  (excluding  Arizona)  and  tne  District  of  Columbia. 

An  individual  is  considered  to  be  a  recipient  of  AFOC  if  his  or  her  needs  are  included  in  determining 
the  amount  of  the  AFDC  payment. 

People  receiving  cash  assistance  include  1)  families  with  dependent  children  under  the  age  of  18  (or,  at 
state  option,  under  the  age  of  19),  2)  at  state  option,  pregnant  women  with  no  other  dependent  children 
during  the  last  three  months  of  their  pregnancy,  and  3)  at  statf?  option,  families  with  unemployed  princi- 
pal wage  earners.    Pre-OiiRA,  people  receiving  casn  assistance  included  1)  families  with  oeuondent  children 
under  the  age  of  18  (or,  at  state  option,  under  the  age  of  21)  anc  .ittonJing  school.  2)  at  state  option, 
pregnant  wonen  with  no  other  dependent  children  throughout  the  course  of  tneir  pregnancy,  and  3)  at  state 
option,  faun  lie';  with  an  unemployed  parent. 
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Continued  from  previous  page 


Old  this  person  lose  AFDC  as 
d  result  uf  incredSL'd  income 
from  emnloynii.'iil  or  increased 
hours  of  cinp)oyinent? 
(The  tami ly  is  el loible  for 
Medicaid  coverage  for  four 
months  following  terinination 
from  AFDC  i f  the  fani ly  was 
eligible  for  AFDC  in  a  least 
three  of  the  past  six  months, 
and  if  at  least  one  mcmuer  of 
the  family  is  employed  during 
the  four  months  following 
termination  fi-uiii  AfOC.  ) 


No 


Was  this  person  denied  AFDC 
cash  assistance  as  a  result  of 
an  AFDC  eligibility  requirement 
which  is  prohibited  in  the 
Medicaid  program?    For  exanole, 
as  a  condition  of  eligibility, 
some  states  assert  the  right 
to  place  liens  on  the  property 
of  recipients  to  assure  reojy- 
ment  of  casn  assistance;  if 
recipient;  refuse  to  cooperate, 
they  'Tiay  be  denied  AFDC  eligi- 
bility.   However,  they  may  not 
be  domed  Medicaid  eligibility 
on  this  basis. 


No 


Does  this  person  receive  adoption 
assistance  or  foster  care  Mintcn- 
ance  through  Title  IV-E,  Federal 
Payments  for  Foster  Care  and  Adop- 
tion Assistance? 


No 


Was  this  person  eligible  for 
OASDI  in  6/72.  and 
receiving  AFOC  at  that  tine 
(or  generally  eligible  to 
receive  AFOC) ,  and 
would  currently  be  eligible 
for  AFCC  except  that  an 
OASDI  increase  (under  P.L. 
92-335)  raised  his  or  her 
income  over  the  1 imi t 
al  lowed  under  AFOC?'^ 


No 


Yes 


Yes 


Yes 

Mandatory  coverage  groups: 

Person  is  eligible  for 
(ledicaid,  and  states  are 
required  to  provide  coverage 


Yes 


Continue  on  next  page 


NOTES: 

'*  During  the  period  between  the  SSI  enactment  date  (10/72)  and  the  SSI  imple-^entation  date  (1/74),  some 
individuals  who  were  receiving  cash  assistance  from  state  programs  for  the  aged,  blind,  or  disabled,  lost 
their  potential  eligibility  for  SSI  as  a  result  of  OASDI  increases.    These  individuals  were  nrandfatnerert 
into  the  Medicaid  program.    Some  dual  AFDC  and  OASDI  recipients  lost  AFDC  eligibility  during  the  same 
period,  as  a  result  of  the  sane  OASDI  increases:    their  eligibility  for  Medicaid  was  similarly  protected. 


•1 
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Continued  from  previous  page 


Is  this  person  eligible  for  AFDC. 
but  not  receiving  benefits?^ 

No 

\ 

Would  this  person  be  eligible  for 
AFDC  if  he  or  sne  were  not  insti- 
tutionalized, that  IS,  is  this 
person  ineligible  because  the  AFDC 
program  uses  a  lower  income  stan- 
dard to  determine  eliqibtlity  nf 
institutional i zed  i ndi vi dua 1 s ?5 .5 


No 


V 


Would  this  person  be  eligible  for 
AFDC  if  coverage  under  the  state's 
AFDC  plan  were  as  broad  as  federal 
law  allowed?    For  exanole,  would 
this  person  be  eligible  if  the 
state  program  extended  eiinibility 
to  optiondl  coveraae  groups  such  as 
families  .■iith  unemployed  orincinal 
wdce  earners?    Or,  nould  this  per- 
son 5e  eligible  if  the  stale  AFDC 
program  did  not  use  eligiDility 
criteria  which  were  more  restric- 
tive than  those  required  by  feaeral 
law  (e.g.,  restricting  AFDC  eligi- 
bility to  wor^in  in  their  last  month 
of  pregnancy  rather  than  extending 
eligioility  to  tnese  woren  in  their 
last  three  months  of  pregnancy  as 
federal  law  allows). 


No 


Is  this  person  a  pregnant  woman 
with  no  other  aepencent  chiloron? 

If  a  state's  Medicaid  program 
chooses  to  cover  this  optional 
group,  the  pregnant  won.an  is 
eligible  for  .'-'edicaid  throughout 
the  course  of  her  pregnancy. 


No 


Is  this  person  a  participant  in  a 
l.'ork  Suoptc-entation  program  (an 
AFDC  en^oloy^rent  program  in  which 
individuals  volunteer  to  work  in 
lieu  of  receiving  cash  assistance)? 
3eforc  OORA,  this  onti onal  coverage 
provision  was  not  available  m  the 
ftedicaia  prntiram. 


No 


Yes 


Optional  coverage  groups: 

Person  is  eligible  for  riedicaid 
if  a  state  elects  to  cover  this 
optional  group 

.(25  states  covered  this  optional 
group  in  13S2) 


Yes 


— ^  (39  states  covered  this  optional 
""T^  group  in  1922) 


Yes 


Yes 


(l2  states  covered  this  optional 
group  in  1982) 


Yes 


(29  states  covered  this  optional 
group  in  1982) 


(2  states  covered  this  optional 
group  in  19Li2) 


Continue  on  next  page 


NOTES: 

^  If  a  state  provides  Medicaid  to  people  who  are  eligible  for,  but  not  receiving  AFDC,  it  must  also  provide 
Medicaid  to  people  who  are  eliqibie  for,  but  not  receiving,  SSI.    And  if  a  state  provides  Pedicaid  to 
people  who  are  inelioible  for  AFDC  Because  they  are  institutionalized,  it  must  also  provide  fVdicaid  to 
people  who  are  ineligible  for  SSI  because  they  are  institutionalized. 

^  The  adjusted  income  of  an  institutionalized  individual  may  not  exceed  300  percent  of  the  Supplemental 
Security  Income  benefit  rate. 
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Continued  from  previous  page 


Would  this  individual  be  eligible 
for  AFDC  if  norl' -relaled  cnild 
care  costs  were  paid  from  his  or 
her  earnings  rather  than  by  a  state 
agency  as  a  service  expenditure? 


No 


Yes 


Is  this  person  under  the  age  of  21 
(or,  at  state  option,  under  the  age 
of  20,  19,  or  IB),  and  eligible  for 
AFDC  except  that  he  or  she  floes  not 
qualify  as  a  depenaent  child?  7 


No 


Yes 


Individual  is  ineligible  for 
'!edicaid  as  AFDC-categorically 
needy,  but  may  be  eligible  as 
medica 1 ly  needy. 

Go  to  Figure  C-4  for  the  eligibi- 
lity determination  process  for 
medically  needy  programs. 


Optional  coverage  groups: 

Person  is  eligible  for  I'fidicaid 
if  a  state  elects  to  cover  this 
optional  group 


(15  states  covered  this  optional 
group  in  19S2) 


States  may  provide  Medicaid  coverage 
to  all  or  reasonable  classes  of  SoCh 
individuals,  for  exaniole: 

.  all  such  Children,  including  the 
unborn 

.  all  such  children,  excluding  the 
unoorn 

.  unborn  children  only 

.  children  in  foster  nones  for  whom 
a  public  agency  assumes  fjll  or 
partial  financial  responsioil ity 

.  cnildren  in  foster  hows  and/or 
private  institutions  for  wnor  a 
private  non-profit  agency  assunies 
full  or  partial  financial  respon- 
sibility 

.  children  in  adc;tions  subsidized 
in  part  or  in  lull  by  a  public 
agency 

.  children  in  intermediate  care 
facilities  (ICFs) 

.  children  in  ICFs  for  the  mentally 
retarded 

.  children  receiving  active  treat- 
ment as  inpatients  in  psycniatric 
facilities  or  programs 

.  children  in  other  oefined  groups 

{16  states  cover  all  such  children, 
either  including  or  excluding  the 
unoorn;    33  states  cover  one  or  more 
reasonable  classes  of  such  children) 


NOTES: 

^  This  group  of  individuals,  sometimes  referred  to  as  "Ribicoff  children,"  includes  children  in  intact  families. 
SOURCES: 

42  U.S.C.A.  I  1396a  (1983) 

42  C.F.R.  I  435.1-435.1009  (1983) 

Clinkscale.  R. .  et  al . :    "Analysis  of  State  Medicaid  Program  Characteristics,  1982."    Contract  No.  500-81- 
0040,  Office  of  Research  and  Demonstrations,  Health  Care  Financing  Administration.    Rockville,  Maryland, 
La  Jolla  Management  Corporation,  1982. 
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FiqureC-4 

Medically  Needy  Eligibility  Determination  Process 


Stage  1:    Medically  Needy  Resource  Requirements 


Is  the  value  of  this  person's  re- 
sources less  than  or  equal  to  the 
state's  medically  needy  resource 
standard? 

(The  medically  needy  resource 
standard  must  be  cased  on  family 
size,  uniform  for  all  individuals 
in  a  grouD,  and  reasunable. 3) 


Yes 


No 


This  individual  is  not  eligible 
for  medical  assistance  through  the 
redically  needy  program. 


Stage  2:    Medically  Needy  Income  Requirements 


j  Is  this  person's  countable  incon-e,*  1 
I  less  Vedicare  and  otner  nc-alth  in-  j 
I  surance  premiums,  deductibles  or  I 
coinsurance  charges,  and  mcjrred  j 
;  medical  expenses,  less  than  or  j 
i  equal  to  tne  .radically  needy  in- 
i  cotr.e  level  ?5 
j 

I  (The  medically  needy  income  level 

must  be  based  on  fa-nily  size;  un'form 
I  for  all  inai'vid'jal  s  in  a  covered  j 
I  group;  for  Purposes  of  fede'-al  finan-  ■ 
cial  participation,  not  greater  man  J 
133  and  1/3  of  the  hignest  AFDC  pay-  j 
ir^nt  for  an  iriUwidual  or  family  | 
of  co^Tiparable  size,  and  reasonable. 6)  , 


Yes 


J 


No 


This  individual  is  not  elinible 
for  medical  assistance  througn  the 
medically  needy  pronram. 


Continue  on  next  pane 


NOTES: 

^  Thirty  states  offered  medically  needy  programs  in  19fi?:    Arkansas,  California,  Connecticut,  District  of 
Coluinoia,  Hawaii,  Illinois,  Kansas.  Kentucky,  Lousiana,  Maine.  Maryland,  Massachusetts,  Michigan,  Minnesota, 
Montana,  Nebraska,  New  Hamosh  i  re ,  flew  York,  North  Carolina,  North  Dakota,  Oklanonia,  Pennsylvania,  Rnode 
Island,  Tennessee,  Utah,  Vermont,  Virginia,  'rJashington,  West  Virginia,  and  Wisconsin. 

2 

Underlining  denotes  revisions  in  medically  needy  eligibility  determination  made  by  the  Omnibus  Reconcilia- 
tion Act  of  1981. 

^  It  is  considered  reasonable  either  to  set  one  resource  standard  for  all  medically  needy  coverage  groups,  or 
to  set  a  different  resource  standard  for  each  coverage  group.    A  medically  needy  resource  standard  is  con- 
sidered reasonable  if  it  is  at  least  equal  to  the  hinnest  of  the  cash  assistance  resource  standards  which 
would  apply  to  any  group  covered  by  that  medically  needy  resource  standard.    Beforp  PBRA,  fhe  n-edically 
needy  resource  standard  was  Cased  on  an  individual's  relationship  to  a  particular  cash  assistance  program . 

4 

In  computing  total  income,  a  state  must  use  a  prospective  period  of  not  more  than  six  months.    In  computing 
countable  income,  a  state  must  deduct  the  same  amnunts  from  total  income  as  would  Pe  deducted  in  the  re- 
lated cash  assistance  program,  excepting  the  S30  plus  one-third  deduction. 

^  States  may  base  the  deduction  of  incurred  medical  expenses  on  accounting  periods  ranging  from  one  to  six 
months  of  income.    When  the  deduction  of  incurred  medical  expenses  reduces  income  to  the  medically  needy 
income  standard,  the  individual  becomes  eligible  for  medical  assistance  through  tne  medically  needy  pro- 
gram.   In  1982,  twenty  states  had  a  spend-down  period  of  six  months,  one  state  had  a  spend-down  period  of 
four  months,  seven  states  had  a  spend-down  period  of  three  months,  and  two  states  had  a  spend-dOwn  period 
of  one  month. 

^  It  is  considered  reasonable  either  to  set  one  income  level  for  all  medically  needy  coveraqe  groups,  or 
to  set  a  different  income  level  for  each  coveraqe  group.     A  medically  needy  inccnie  level  is  considered 
reasonable  if  it  is  at  least  equal  to  the  highest  of  the  cash  assistance  income  levels  which  would  apply 
to  any  group  covered  by  that  medically  needy  income  level  (or  133  and  1/3  of  the  maximum  AfDC  payment, 
whichever  is  lov.er).    Before  OGRA,  a  sinnle  income  level,  equal  to  133  and  1/3  of  the  maxinium  AFDC  pay- 
mpn_t_fnr  ji_family  of  cnmparahi"  size,  dctfrinim^d  the  inconip  eliqihility  of  all  medically  ncodv  apnl  icinfi,. 


Figure  C-4,  page  2 
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Continued  from  nrevious  "ige 


Stage  3:    Mandatory  Coverage  Groups  ^ 

■i  


Is  this  person  a  pregnant  woman  who, 
except  for  income  and  resources, 
would  be  eligible  for  Medicaid  as 
categorically  needy? 


No 

f 

Is  this  person  under  age  21  (or,  at 
state  option,  unaor  age  20,  19,  or 
18)? 

Yes 


If  a  state  offers  a  medically  needy 
proqrjm,  it  must  provide  iredical 
assistance  to  all  norbers  of  these 
groups  who  meet  medically  needy 
income  and  resource  requi  ren-ents . 


Yes 


No 


states  must  provide  coverage  to  all 
individuals  under  the  age  of  21 
j  (or  20,  10,  or  13),  or  to  reason- 
;  able  classes  of  such  individuals. 
Furthcrrrore ,  states  can  provide 
this  coverage  eitner  to  the  pop- 
ulation of  individuals  who  qualify 
as  categorically  needy  (financially 
eligible  for  AFDC,  but  ineligible 
because  they  are  not  dependent 
cnildren)  or  to  tne  population  of 
individuals  who  qualify  as  r.edi- 
cally  needy  (ineligible  for  AFDC 
on  cotr,  financial  and  dependent 
child  criteria). 

(States  may  cover  additional  groups 
of  individuals  under  the  ace  of  21 
under  the  optional  medically  needy 
coverage  provisions.) 


I 

I 

Before  OSRA.  states  wrich  o'^^rred 
■  "H^dicallv  needy  p'"cnrap'S  were  re- 
qi'ired  to  provi.')''  cnvf-raqe  t;  all 
!  aged,  blind,  and  qisai'ied  sersons, 
;  and  farilies  wit'i  oepenqeri',  ciild- 
ron  wno  irKT-t  H'edically  neeOr'  ^  UiL" 
f.ijity  requi  rerents  ■    Ol^PA  a11o.;ed 
Slates  to  restrict  coverage  to 
soP'-i;  of  t'l^so  nroun:.  but  regjired 
tnat,  at  a  p.ininur,.  states  prnvioe 
cgvcrao:-  tg  rre'".iianl  woiif  n  ,  and  to 
cnildren  under  tne  aiir-  of  21 . 


Continued  on  next  pace 


NOTES: 

^  A  minor  mandatory  coverage  group  includes  blind  or  disabled  individuals  who  were  eligible  for  Medicaid  in 
12/73  on  the  oasis  of  blindness  or  disability  criteria  defined  in  pre-SSl  programs  tor  the  blind  or  dis- 
abled, wno  continue  to  meet  the  12/73  criteria  for  blindness  or  disability,  and  wno  meet  current  medically 
needy  requirements  (except  those  defining  blindness  or  disability). 


Figure  C-4,  paqe  3 
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Continued  from  previous  pane 


Stage  4:    Optional  Coverage  Groups 


Is  this  person  a  caretaker  relative? 
:  (See  Figure  C-l  for  definition  of 
I  caretaker  relative. ) 


No 


Yes 


,Is  this  person  age  65  or  older  who, 
except  for  income  and  resources, 
iivould  be  eligible  for  Medicaid  as 
icategori  cal  ly  needy? 


No 


Yes 


If  a  stats  offers  a  nirdically  needy 
proqraii',  it  nuy  provide  r.eaical 
assistance  tu  nici.l'rrs  of  one  or 
niore  of  these  groups  of  individuals 
if  they  r.eet  iiicdically  needy  incoi.e 
and  resource  requirenents. 


{In  1982,  28  states  provided  medically 
needy  coverage  to  caretaker  relatives) 


jls  this  person  a  blind  person  who, 
iexcept  for  income  and  resources, 
iwould  be  eligible  for  Medicaid  as 
Icategorical  ly  needy? 


No 


Yes 


,1s  this  person  a  disabled  person  who 
lexcept  for  incoTC  and  resources, 
iwould  be  eligible  for  Mc-dicaid  as 
.categorically  needy? 


No 


Yes 


(In  1932,  29  states  provided  medically 
needy  coverage  to  the  aged) 


(In  19S2,  29  states  provided  medically 
needy  coverage  to  the  blind) 


(In  1982,  29  states  provided  medically 
needy  coverage  to  tne  disabled) 


This  individual  Is  not  eligible 
*or  medical  assistance  throuqn  the 
medically  needy  program. 


NOTES: 


^  "States"  refers  to  49  states  (Arizona  is  excluded  because  it  does  not  have  a  Medicaid  program)  and  the 
District  of  Columbia. 


SOURCES: 

42  U.S.C.A.  t  1396a  (1983) 

42  C.F.R.  II  435.1-435.1009  (1983) 

46  FR  47988,  Sept.  30,  1981 

Clinkscale.  R. .  et  a1  •     "Analvsis  of  State  Medicaid  Program  Characteristics.  1982.    Contract  No.  500- 
81-0040,  Office  of  Research  and  Demonstrations,  Health  Care  Financing  Adinnistration.    kockville,  nary- 
land.  La  Jolla  Management  Corporation,  1962. 
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Appendix  D 

Inflation  and  AFDC  Eligibility  Standards,  1979-1982 

Among  those  knowledgeable  about  welfare  programs,  the  following  two 
propositions  are  generally  assumed  to  be  true  (see,  for  instance,  Rowland 
and  Gaus ,  1982) : 

•  During  inflationary  periods,  AFDC  payment  standards  are,  on 
average,  increased  by  the  states  at  a  rate  which  fails  to  keep 
pace  with  inflation;  and 

As    a    consequence,    AFDC  eligibility  standards  are  implicitly  and 

automatically    made    more  restrictive  during  inflationary  periods; 

that    is,    as    payment    standards  decline  in  real  terms,  fewer  and 

fewer  families  qualify  for  assistance. 
The    first  proposition  is  well-supported  by  the  facts.    However,  the  second 
is    fallacious,  at  least  when  applied  to  the  1979-1982  period  considered  in 
this  study. 

Between  1979  and  1982,  the  Consumer  Price  Index  (CPI)  increased  by 
33-0  percent.  In  contrast,  AFDC  payment  standards  for  a  il-person  family 
(see  Table  D-1 )  increased,  on  average,  by  only  about  18.0  percent.  (This 
growth  rate  in  payment  standards  is  based  upon  a  weighted  average,  where 
the  weight  for  a  particular  state  is  the  fraction  of  the  national  AFDC 
population  found  in  that  state.)  When  this  growth  in  the  nominal  value  of 
payment  standards  is  adjusted  for  inflation  in  the  CPI,  the  real  value  of 
state  payment  standards  falls  by  about  11.0  percent  during  the  1979-1982 
period.  Rowland  and  Gaus  report  a  qualitatively  similar  finding  for  the 
1970-1979  period.    Thus,  the  validity  of  the  first  proposition — payment 


i 


Table  D-1 

AFDC  Payment  Standards  for  M-Person  Families,  1979  and  1982 


1-Person  Payment  Standard  Percentage 

Change : 

Jurisdiction^   1979   1982   1979  to  1982 


Alatama 

$118 

Alaska 

150 

Arkansas 

188 

California 

123 

Colorado 

307 

Connect  tout 

381 

Delaware 

287 

District  of  Columbia 

311 

Florida 

196 

G*^  or  1  a 

1 18 

H  a  w  :j  1 1 

5I6 

Idaf'o 

T 1  1  i  noi  ^ 

J  J  J 

Indiana 

j<- ' 

Iowa 

395 

Kansas 

306 

Kentucky 

235 

Lcui  3 lana 

172 

Maine 

311 

Maryl ^nd 

267 

Massachusetts 

396 

Michigan 

159 

Ml nnesota 

U01 

Mi         "^rl  nni 

189 

256 

Montana 

"3  "3  1 

a ' 

Nebraska 

^  7  n 
i  1  J 

c  (  u 

New  !l3"p3hlre 

3I6 

Hew  Jersey 

3ri 

New  'lexico 

220 

Hew  York 

176 

Ncrth  Cirollna 

200 

North  Dakota 

370 

Ohio 

291 

Okl  ihoTia 

309 

Oregon 

128 

Pennsylvant  a 

360 

Rhode  Island 

359 

South  Carol Ina 

121 

South  Dakota 

310 

Tennessee 

1 13 

Texas 

1 10 

Ut3h 

371 

Vermont 

177 

Virginia 

281 

Washington 

139 

West  Virginia 

219 

Wisconsin 

153 

Wyoming 

305 

$118 

0.0 

682 

51  .6 

161 

-12.8 

601 

12. 1 

387  . 

26.1 

517 

31.6 

312 

8.7 

366 

16.6 

216 

25.5 

sii  7 

5 16 

n  n 

315 

-0.0 

3DO 

1 U  .  ^ 

0  0 

119 

6. 1 

385 

25.8 

235 

0.0 

231 

36.0 

103 

29.9 

355 

33.0 

i)'t5 

12.1 

192 

7.2 

28 . 7 

215 

00  A 
C7  .  D 

305 

19.1 

125 

28  .  1 

120 

13.5 

321 

17.1 

13.3 

111 

10.7 

281 

27.7 

515 

8.2 

221 

1C.5 

137 

13.1 

321 

10.3 

319 

12.9 

109 

-H.U 

101 

11.1 

120 

17.0 

171 

37.9 

361 

6.2 

151 

1.1 

111 

0.7 

155 

21  .7 

581 

21  .8 

305 

7.1 

531 

21  .0 

219 

0.0 

600 

31  .0 

390 

27.9 

"Arizona  is  omitted  from  this  table  since  its  program  did  not  begin  until 
October  1982. 

SOURCE:     HIU  (1931). 
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standards  increase  more  slowly  than  prices  during  inflationary  periods — is 
not  in  dispute. 

If  payment  standards  increase  more  slowly  than  consumer  prices,  it  is 
safe  to  infer  only  that  AFDC  recipients  are  experiencing,  on  average,  a 
declining  standard  of  living.  (Even  this  inference  hinges  on  a 
potentially  incorrect  assumption,  namely,  that  changes  in  the  CPI  reflect 
reasonably  well  changes  in  the  prices  of  those  things  typically  found  in 
the  budgets  of  AFDC  families.)  However,  it  does  not  follow  that 
low-income  families  are  also  experiencing  increasing  difficulty  in 
qualifying  for  AFDC  cash  assistance.  For  this  outcome  to  occur — that  is, 
for  the  second  proposition  to  be  correct — changes  in  the  CPI  would  also 
have  to  reflect  reasonably  well  changes  in  income  (excluding  assistance 
income)  and  earnings  among  families  either  eligible  or  potentially 
eligible  for  AFDC.  As  a  general  rule,  one  cannot  assume  that  the  CPI  will 
perform  this  function. 

As  noted  above,  between  1979  and  1982  the  CPI  increased  by  33-0 
percent.  In  contrast,  the  growth  in  income  among  low-income  families  was 
only  14.3  percent  for  the  same  period.  (This  rate  is  based  upon  the 
growth  in  income  at  the  20th  percentile  of  the  U.S.  income  distribution; 
see  Welniak  and  Henson,  1984.) 

When  comparing  the  growth  in  AFDC  payment  standards  with  growth  in  the 
CPI,  the  picture  that  emerges  is  one  of  increasingly  restrictive 
eligibility  standards.  However,  when  the  comparison  is  based  upon  the 
income-growth  factor,  the  picture  that  emerges  is  a  strikingly  different 
one: 

Between    1979    and    1982,     AFDC  eligibility  standards  were  largely 
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unaffected  by  inflation,  since  state  payment  standards  and  the 
incomes  of  poor/neai — poor  families  were  increasing  at 
approximately  the  same  pace.  In  fact,  after  adjusting  for  income 
inflation  (rather  than  inflation  in  consumer  prices),  state 
payment  standards  actually  rose,  in  real  terms,  by  about  3-5 
percent  over  the  1979-1982  period. 


